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(Dollars in thousands, except per share data) Pitney Bowes is dedicated to achieving 
profitable growth through customer 


For the year 1992 1991* Change . 

ate $3 434,124 $3 332 497 3, satisfaction. Pitney Bowes will fulfill 
aes : Kg: i 7 lo foo], yy wi ite ‘. 1 

Income from continuing operations $312,168 $287,859 8 this mission by using its technologica 


expertise, its sales and service profes- 
Income per share from 


continuing operations $1.96 $1.80 9 sionalism and its financial strength to 
Total dividends $123,112 $107,948 14 deliver the innovative, quality products, 
Dividends per common share $.78 $.68 15 systems and services that make Pitney 


Bowes the first and consistent choice of 


At year-end I hes 
mailing, logistics and office systems 


Total assets $6,498,752 $6,380,580 D . 
Stockholders’ equity $1,652,881 $1,800,683 (8) rail wa heed ne ' 
Return on stockholders’ equity — iad og Be AaB 
continuing operations 18.9% 16.0% - national manufacturing and marketing 
Book value per common share $10.50 Silat (7) company which provides mailing, ship- 
Common stock price $39.88 $31.56 26 ping, copying, dictating, communica- 
\verage common and common tions recording and facsimile systems; 
equivalent shares outstanding 159,235,412 159,954,680 - item identification and tracking systems 
Employees 28,958 29,421 (2) and supplies; mailroom, reprographics 
Restated to reflect two-for-one stock split. and related management services; and 
Includes additional annual cost of $.10 per share from application of a new accounting standard product financing. 


for nonpension postretirement benefits (see note 10). 
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Pitney Bowes’ commitment to the com- 
munities in which it operates is a valued 
company tradition. Wherever Pitney 
Bowes employees live and work, they 
have put this commitment into action. 

Pitney Bowes employees bring to 
their communities the same dedication 
and energy that has driven the success of 
their work. Because they value the well- 
being of their communities, they work to 
understand community problems and, 
wherever possible, to help with solutions 
by giving willingly of their time and their 
talents. 

Pitney Bowes employees have been 
nationally recognized for their community 
efforts. In 1985 Pitney Bowes received 
the George S. Dively Award for Corporate 
Leadership in Urban Development. For 
its summer jobs for youth program, 


vf 


Pitney Bowes was presented with the 
White House Private Sector Initiative 
Award in 1986. In 1990 Pitney Bowes 
received the Corporate Conscience 
Award from The Council on Economic 
Priorities, and in 1991 the National 
Alliance to End Homelessness presented 
the company with its Private Sector 
Award. These awards attest to the work 
and commitment of Pitney Bowes 
employees throughout the years. 

Pitney Bowes’ sense of community 
responsibility is as much a part of its 
culture as its commitment to customer 
satisfaction. And no matter how much 
the business world changes, Pitney 
Bowes Values, including a commitment 
to the communities where it operates, 
will always be an important part of this 


company. 


bing; Sandra Clarke, Corporate Legal Secretary; Antonio Olive, Employee Relations 
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ney Bowes 
iling Systems 


y Bowes is the worldwide market 
r in mailing systems. Pitney 
; Mailing Systems markets a 
of mailing and shipping and 
ng systems and services to 
ses, professionals, nonprofit 
tions and government agen- 
has direct sales and service 
f nearly 7,000 in 15 countries 
lers and distributors serving 
) other countries. Pitney 
oduces mailing and shipping 
nt, systems and software at 
iny’s manufacturing and 
ig operations in the United 
| the United Kingdom. 


Pitney Bowes 
Mailing Systems 


Pitney Bowes 
Facsimile Systems 


Pitney Bowes Facsimile Systems is 

a leading supplier of high quality 
facsimile equipment to the corporate 
market in the United States. Pitney 
Bowes is the only facsimile systems 
supplier in the U.S. marketing 

solely through its own sales force. 
Customers are supported through a 
diagnostic center accessed by a toll- 
free number. Outside the U.S., Pitney 
Bowes Facsimile Systems distributes 
products through direct sales organi- 
zations in key markets and through 
dealers in other markets worldwide. 


Pitney Bowes 
Facsimile Systems 


TNEY BOWES FINANCIAL REPORTING SEGMENTS 


Pitney Bowes 
Copier Systems 


Pitney Bowes Copier Systems con- 
centrates on serving larger corpora- 
tions with multi-unit installations of 
its full line of equipment. Through a 
network of 1,300 direct sales and 
service representatives in more than 
80 sales offices nationwide, Pitney 
Bowes copiers are marketed and 
serviced in all major markets in the 
United States. Pitney Bowes copiers 
are backed by the unmatched Value 
Added Maintenance System™, a pre- 
ventive maintenance program which 
addresses all key elements of copier 


performance, and are covered by the 
Copier Systems Customer Satisfaction 


Guarantee™. 


Pitney Bowes 


Copier Systems 


Dictaphone 


Dictaphone is the worldwide leader 
in voice processing systems. The 
company manufactures and markets 
small work group and central dicta- 
tion and voice processing systems, 


communications recorders and 
portable and desktop dictation units 
Products are marketed and servicec 
worldwide by nearly 1,600 direct 
sales and service representatives. 


Dictaphone 
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Pitney Bowes Shipping and 
) Weighing Systems 


Pitney Bowes Shipping and Weighing 
Systems provides parcel and freight 
information and automation systems 
for the shipping and transportation 
management functions of the logistics 
market. By providing computer- 
based systems, scales, parcel registers 
and software systems, Pitney Bowes 
Shipping and Weighing Systems brings 
efficiencies to both shippers and car- 
riers. Pitney Bowes Shipping Systems 
§ products are marketed through Pitney 
Bowes Mailing Systems’ worldwide 
distribution channels, with particular 
emphasis on North America, Japan 
and selected European nations, and 
are serviced by specially trained cus- 
tomer service representatives. 


Monarch Marking Systems 


Monarch Marking Systems is a leading 
supplier of bar code equipment and 
technology. Monarch provides bar 
code marking, tracking and control 
systems for retailers and their vendors, 
as well as bar code tracking and data 
collection for all types of industries. 
With more than 2,400 employees 
worldwide, Monarch is a market 
leader in the United States, Canada 
and Mexico and has solid positions 

in Japan, the United Kingdom, France 
and Australia. Monarch products are 
manufactured in the U.S., the U.K., 
Hong Kong, Singapore, Mexico, 
Canada and Australia. 


Pitney Bowes 
Management Services 


Pitney Bowes Management Services is 
a leading provider of facilities manage- 
ment services for a variety of business 
support functions, including corre- 
spondence mail and reprographics 
management, high volume transaction 
mail and related activities such as fac- 
simile services, supplies distribution 
and records management. Pitney 
Bowes Management Services’ nation- 
wide customer base is focused in three 
primary markets: corporations; finan- 
cial services institutions, including 
banking and insurance companies; 
and professional services companies. 


Pitney Bowes 
Financial Services 


Pitney Bowes Financial Services pro- 
vides lease financing programs for 
customers who use products of Pitney 
Bowes companies; leasing for brokers 
and vendors of non-competitive, small 
ticket equipment; mortgage servicing 
in the United States; and a variety of 
other financing programs for strong, 
creditworthy customers. Financial 
Services consists of: 


Pitney Bowes Credit Corporation - 
United States 


Atlantic Mortgage & Investment 
Corporation - United States 


Colonial Pacific Leasing Corporation - 
United States 


Pitney Bowes of Canada Ltd. - 
Leasing Division 


Pitney Bowes Finance PLC - 
United Kingdom 


Adrema Leasing Corporation - 
Germany 


Pitney Bowes Finance S.A. - 
France 


Pitney Bowes Credit Australia Limited 


P "itney Bo, 
= Leasing 


Pitney Bowes 
Financial Services 


Pitney Bowes 
Management Services 


Pitney Bowes Shipping and 
Weighing Systems 


Monarch Marking Systems 
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| am pleased to report that 1992 was a 
200d year for Pitney Bowes. The com- 
pany posted good financial results and 
ontinued to build for the future by 
nplementing changes in its product 
chnology, its manufacturing opera- 
1s and its reach to global markets. 
Revenue for 1992 was $3.4 billion, 
; percent increase from $3.3 billion 
(991. Income from continuing oper- 
ns in 1992 increased 14 percent 
a per share basis to $2.06, exclud- 
: the effects of adopting Statement 
Financial Accounting Standards 
. 106, “Employers’ Accounting for 
stretirement Benefits Other Than 
ensions” (FAS 106). Including the 
effects of FAS 106, income from contin- 
ing operations was $312.2 million, 
or $1.96 per share, up from $287.9 
lillion, or $1.80 per share in 1991. 
Return on stockholders’ equity from 
continuing operations increased to 
18.9 percent. 
We are mindful that for 1992, as 
for each year, we report to stockholders 
from two perspectives: Pitney Bowes’ per- 
formance for the year and the continued 
investments and achievements designed to 
strengthen the business for the future. 
The driver of our success in 1992 
and for the future is a strategy designed 
to make Pitney Bowes the first and con- 
sistent choice of customers worldwide. 
The ability to successfully meet changing 
customer needs will ensure the future 
growth of Pitney Bowes. 
In 1990 the introduction of the 
Pitney Bowes Customer Satisfaction 
Guarantee™ set an industry standard. 


FETTER TO STOCKHOLDERS 


More important, Pitney Bowes set its own 
rigorous standards against which it con- 
stantly measures and analyzes perfor- 
mance. Customer Satisfaction has been 
an integral part of Pitney Bowes culture 
and is the essence of our vision to be the 
first and consistent choice of customers 
worldwide. 

In the late 1980s, we dramatically 
increased our investment in research and 
development. We have begun to realize 
the benefits of that investment as we 
introduce a series of technologically 
advanced products, unmatched in their 
ability to make customer operations more 
cost-effective and productive. The cre- 
ativity behind these products has given 
Pitney Bowes an impressive portfolio of 
over 3,000 patents worldwide. We will 
continue to invest in research and devel- 
opment at a level necessary to maintain 
our market leadership into the twenty- 
first century. 

Though our United States operations 
performed well, lingering economic 
weakness and currency changes had a 
negative impact in several of our key for- 
eign markets. Nevertheless, we are 
pleased with the progress that we made 
in every one of our businesses, not only 
because of the impact on 1992's financial 
results, but because this progress con- 
tributes to the basis of our continued 
growth. Among 1992's successes were: 

* the launch of Paragon™, the most 
technologically advanced mailing system 
in the world and the cornerstone of the 
Mail Center 2000™ product line which 
provides state-of-the-art, innovative solu- 
tions to mail handling and preparation; 


* continued customer demand for 
Dictaphone’s sophisticated digital systems 
and the growing opportunities for these 
systems in both the small business market 
and the international market; 

+ the new plain paper facsimile 
products which we added to our expand- 
ing plain paper line in response to rising 
customer demand; 

* the positive results we continue to 
realize from the 1990 decision to exit the 
copier remanufacturing business and to 
concentrate on new higher margin 
copiers; 

* the recently improved financial 
performance of Monarch Marking 
Systems as a result of a solid increase in 
U.S. sales, improved factory overhead 
absorption and ongoing tight expense 
controls; 

* the increased profitability, 
expanded contract base and increased 
service offerings of Pitney Bowes 
Management Services; 

* the fifteenth year of operation of 
Pitney Bowes Financial Services, a busi- 
ness that was profitable after its first full 
year of operation and has increased its 
profits every year since because of its 
financial strength and expertise in cus- 
tomer service and account management. 

During the year, we continued to 
build on our progress in developing, 
manufacturing, selling and servicing the 
advanced systems that we provide to our 
customers. For example, in our manu- 
facturing operations, we successfully 
implemented a comprehensive process 
of skills assessment and specialized 
training to help our existing work force 


make the transition from traditional, 
assembly line manufacturing to self-man- 
aged, multifunctional team manufacturing. 
The work force of the future is manufac- 
turing Pitney Bowes products today. As 
part of our efforts to reduce service 
response time, we have equipped over 
3,000 of our field technicians with hand- 
held computers linked to our automated 
customer service dispatching system. 

We are developing incentives and 
performance systems to recognize and 
reward excellence. We know the future 
success of Pitney Bowes is directly 
dependent on the skills and productivity 
of our employees who give their best in 
an environment characterized by open 
communication, integrity and fairness. 
We have worked hard to create such an 
environment and are very pleased that 
our efforts were again recognized in The 
100 Best Companies to Work For in 
America. 

We know that as the company contin- 
ues to face pervasive changes in every 
facet of its businesses, it will be guided by 
the strong constant at its core — Pitney 
Bowes Values. These Values allow Pitney 
Bowes to deal with change. That is why 
300 of our top managers from around the 
world, including representation from our 
board of directors, gathered at a three- 
day conference to renew and to reaffirm 
the commitment to our Values. 

Pitney Bowes Values guide our 
approach to doing business with our cus- 
tomers, our formulation of progressive 
personnel policies for our employees, our 
emphasis on good corporate citizenship 
in the communities where we operate, 


and our unswerving commitment to build 
and to deliver value for our stockholders. 

In the future, as in years past, this 
goal will be achieved by providing prod- 
uct and service excellence to customers 
worldwide in an increasingly competi- 
tive and technologically sophisticated 
marketplace. 

As a sign of our continued confidence 
about our prospects, the quarterly cash 
dividend on Pitney Bowes common stock 
increases 15 percent with the March 1993 
payment to 22.5 cents per share. Each 
year for the past 11 years, Pitney Bowes 
has increased its dividend payment at a 
double-digit rate. 

In addition, Pitney Bowes common 
stock split two-for-one in 1992, the third 
stock split in less than a decade. 

We know that during this last decade 
of the twentieth century, the changes that 
we confront are but a prelude to the 
changes that the next century will bring. 
We are prepared. 


Sincerely, 


George B. Harvey 
Chairman and President 
February 8, 1993 


4 


Vinny Terentino, Angel Cruz and Robert 
Bavolacco perform end-of-line tests on 
Paragon™ Mail Processors. 


When Pitney Bowes people pool their 
talents, they can achieve almost anything 
— such as transforming the way prod- 
ucts are designed, engineered and manu- 
factured. And that’s exactly what they did 
when they produced the Paragon™ Mail 
Processor, the most important 


new development in 


Oe AWA SY POPS fo) ot sens by; " ; 7 ; ; y j Y " j j 
Lisa Williams, Training & Development; Patrick Donahue, Marketing; James Walkley, Product Engineering: Francis McDermott, Systems Engineering 


mailing since Pitney and Bowes pooled 
their talents to invent metered mail. 
Working together, Pitney Bowes pro- 
fessionals combined their skills in prod- 
uct development, research, engineering, 
training, manufacturing and production. 
This combination of talents produced the 
most powerful and important mailing 


- 


system in the world and transformed the 


way mail is processed. 

Paragon has been created for the 
customer’s ease of use and productivity. 
Its design and capabilities, over 90 of 
which are secured by breakthrough 
patents, make sorting mail by size obso- 
lete. Paragon can handle virtually all 
types of mail pieces, large or small, 
heavy or light, sealed or unsealed in one 


oe 


hd 


continuous stream. In addition, Paragon 
applies the proper postage at a faster rate 
than any other system on the market. 

And Paragon is just the beginning. It 
is the cornerstone of Mail Center 2000™, 
a new family of mail generation, prepara- 
tion and finishing systems which will 
streamline and automate 96 percent of 
the time-intensive processes required to 
send out mail. 


Products of Mail Center 2000 are More than 90 patents have been issued on 
being developed and produced by multi: “”¢? aragon™ Mail Processor. 
skilled teams of Pitney Bowes employees. 
As these team members pool their talents, 
energy and knowledge, they are not only 
revolutionizing the mailroom, they are 
creating a new era in manufacturing 5 
quality and product reliability. All their 
efforts are directed toward one goal — 
to improve the productivity of Pitney 


Bowes customers. P 


Donald Dolan, Engineering; Charlene Murphy, Manufacturing; Janette Conklin, Production 


MAILING PEOPLE 


Pitney Bowes workers are prepared for 
the future. Over the past three years, 
they have completed more than 27,000 
hours of training to develop skills in line 
with the highest standards of quality and 
productivity. 

This training program has revolu- 


tionized Pitney Bowes manufacturing 


operations. Former 


John Russo, Production Operations; Frank O'Loughlin, Process Engineering; Connie Murphy, Manufacturi ng Operatio 


single-skilled, assembly line workers now 
work together in self-directed teams, 
sharing tasks and taking greater respon- 
sibility, from start to finish, for every 
product they produce. 

An excellent example of the success 
of this training is the team that produces 
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Team members Ivan Whitaker, Corrine 
Fletcher, Raymond Duda and Rolando 
Collazo meet with trainer Tatiana Roshka 
(standing). 


the E200 mailing machine. As a result of 
their training program, E200 team mem- 
bers have shown a dramatic increase in 
productivity. Over a two-year period, the 
number of machines produced per hour 
by E200 team members increased by 
more than 60 percent. 

Results like this show that Pitney 
Bowes employees are well prepared for 
the manufacturing environment of the 
next century. 
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Pitney Bowes products are 
PA sold and serviced around 
MMM PITNEY BOWES DIRECT SALES the globe. 


M0) PITNEY BOWES DEALERS AND DISTRIBUTORS 
~~ COUNTRIES WHERE PITNEY BOWES DOES NOT OPERATE 


MAILING PEOPLE 


Pitney Bowes people have built our reinforced Pitney Bowes’ strong presence Technology, geography, culture or 
success one relationship at a time. in the European marketplace, it brought language may change, but there is one 
Wherever there is a Pitney Bowes office, together two companies with a common constant at the center of Pitney Bowes’ 
there are Pitney Bowes people dedicated philosophy. In the Pitney Bowes tradition, —_ relationships with its millions of cus- 
to providing the kind of service that Svidercoschi A.D. had built its reputation tomers worldwide: Pitney Bowes people 
creates satisfied customers. and its success with years of solid make certain that every customer 

This dedication to service is a customer service. receives individual attention 
key element in all Pitney Bowes me because they know that per- 
operations. When Pitney Bowes waa : ae sonal attention is the basis of 
acquired its Italian dealership a Ri customer satisfaction. 


in 1988, the merger not only 


ee aa 
Rosanna Svidercoschi, Sales: Bruno Micocci, Sales; Lucia Tamburriello, Customer Service; Giampiero Bartoletti, Engineering; Claudio Mainardi, Customer Service 
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DICTAPHONE PEOPLE — 


Almost a decade ago, Dictaphone The success of this major transition 
Corporation had the foresight to plan for is wholly attributable to the commitment 

; the 1990s. The company began to move of Dictaphone employees. Their talents, 
its product line from analog to digital skills and flexibility made it possible to 
technology in anticipation of customer implement the many 


needs for greater product reliability, a changes necessary 
broader array of functions anda choice of to the transition. 
products tailored to specific application 

needs. Today, their foresight is paying off 


for thousands of satisfied customers. 


AN 


Dan Tracy, Sales; Delanea DeFrates, Service Support; James Davis, Test Engineering; Trish Nott, Test Engineering 


The results of their efforts have pro- 


duced groundbreaking products such as 
the Digital Express™ 7000. The DX 7000 
is the first multifunction voice processing 
system incorporating dictation, voice 
mail, and information system and voice 
recognition system interfaces. 

The new products have been well 
received in Dictaphone’s existing mar- 


kets and are opening up new markets 


overseas. Currently, over 50 percent of 
Dictaphone’s product revenue comes 
from systems products, including the 
Digital Express™ line. 

An important part of the success of 
this product transition has been Dicta- 
phone’s focus on quality manufacturing. 

Located in Melbourne, Florida, the 
Dictaphone manufacturing facility pro- 
vides timely delivery of quality products. 


Simon Hot 


By focusing on continuous improvement, 
Dictaphone employees have realized 
great achievements in manufacturing 
productivity and efficiency. 
Accomplishments like these make it 
clear why Dictaphone maintains its posi- 
tion as the worldwide leader in voice 


processing systems. 


Marlene Baden and Phil Dwenger assem- 
bling the DX 7000 at Dictaphone’s manu- 


facturing facility in Melbourne, Florida. 
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ves, Voice Processing Engineering; John Chillock, Customer Service; Donald Latson, Healthcare Systems Marketing 


Pitney Bowes’ full line of copiers is sold 
and serviced nationwide. 


COPIER PEOPLE 


Solid strategic thinking and hard work 
are paying off for the team of dedicated 
professionals at Pitney Bowes Copier 
Systems. They had planned carefully 
and worked hard to implement changes 
in Copier Systems products, servicing 


and marketing. 
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A key element of their plan was the 
sourcing of a full line of new, high quality, 
feature-rich copiers with options designed 
to appeal to the more demanding customer 
of the 1990s. 


Creating an unrivaled service 


program was another, very impor- 


Reese Palmer, Marketing Support; Michael Troy, Marketi ng; Cathy 


tant element of the plan. Because they 
understood customers’ needs for quality 
service, Pitney Bowes people developed 
the Value Added Maintenance System™, a 
comprehensive preventive maintenance 
and service program designed to keep 
Pitney Bowes copiers operating at peak 
performance levels. With an average four- 
hour response time, copier service techni- 
cians are dispatched nationwide through 
the Pitney Bowes ACESS™ Center. Because 
,, service is more than 
repairs, Pitney Bowes 
people established a 


dedicated supply line for 24-hour ship- 


ment of paper and other copier supplies. 
Pitney Bowes Copier Systems focused 
on selling by adopting a marketing strategy 
that concentrates sales efforts in 80 high- 
density metropolitan areas where most 
customers are located. 
What did all this accomplish? With 
a professional sales and service organiza- 
tion and an efficient distribution network, 
Pitney Bowes Copier Systems provides 
customers with unmatched quality and 
service. 


y Van Dyke, Distribution; Dr. Russel Wellman, Reliability Testing 


When Pitney Bowes entered the facsimile 
business over ten years ago, the company 
knew that the most efficient and effective 
way to service its nationwide customers 
was through the use of remote diagnostics. 
Remote diagnostics were originally 
developed by NASA to repair computers 
in space. Pitney Bowes Facsimile Systems 
is the first facsimile supplier to adapt 
this space age technology to serve its 
customers. 


William Scheerer, Field Diagnostic Service Support; Randy James, Custome 


When a customer with a problem 
calls the company’s National Diagnostic 
Center in Melbourne, Florida, a Pitney 
Bowes engineer electronically links with 
the customer's facsimile machine and 
has the machine download a self-exami- 
nation software program to Florida. 
Results are immediately analyzed, the 
problem is quickly pinpointed, corrected 


r 


DIAGNOSTIC CENTER 


Daniel Schwarz works with customers 
at the Facsimile Systems National 
Diagnostic Center. 


FACSIMILE PEOPLE 


software is sent back over the phone 
lines and the customer's machine repairs 
itself — all in a matter of minutes. The 
customer spends no time waiting for a 
service call. 

For Pitney Bowes Facsimile cus- 
tomers, 75 percent of all service problems 


are solved with just a phone call. 


xX 


+ Service; Deborah Messer, Customer Diagnostic Support; Charles Sims, Customer Diagnostic Support 
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If you processed tens of millions of pieces 
of mail each year and you wanted to 
improve efficiencies and generate cost 
savings, what would you do? NationsBank 
faced this management challenge and, 
like many large companies, turned to 
Pitney Bowes for help. Pitney Bowes 
Management Services (PBMS) knows 
how to move mail efficiently and proves 

it by moving over one hundred thirty 
million pieces of mail annually for 
NationsBank. Teamwork and over 70 
years of mail management expertise 
make it happen. 

PBMS serves NationsBank, the fourth 
largest United States bank, throughout 
Florida, North Carolina, South Carolina 
and Texas. PBMS manages ten locations 
that process 63 percent of NationsBank’s 
mail volume. 

A team of PBMS mailroom manage- 
ment experts uses Pitney Bowes systems 
and equipment to consolidate and stan- 
dardize NationsBank’s mail services oper- 
ations, creating operating efficiencies and 
improving mail service. PBMS people 


(a, ' 
Karen Dorsey, Operations/Customer Development; Ted Lauer, Jr., Customer Det elopment; Ne 
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il Baer, Operations/Customer Development 


Paul Lucy programs equipment at the 
NationsBank mail services in Charlotte, 
North Carolina. 


apply their mailroom know-how to man- 
age the two and a half million pieces of 
mail that pass through these NationsBank 
locations weekly. Bar code sorters scan 
each envelope, reading addresses, apply- 
ing zip codes and presorting over one 
million pieces of outgoing mail each 
week to maximize postal rate discounts. 


\ 4 


A universal mail code system, created NationsBank relies on the talents 
specifically for NationsBank, will soon and resources of PBMS to move the mail. 

help speed the delivery of interoffice mail. | PBMS improves mailroom service, 

Shipping systems process parcels, and a increases productivity, controls costs and 18 


special procedure tracks helps customers like NationsBank better 


the timely delivery of serve their customers. 


accountable mail. 
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Lana Westover, Sales; Gene Ablborn, Sales/Operations; David Roberts, Sales/Operations; Kim Collins (not shown), Customer Development 
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What happens when engineering, manu- 


facturing and operations people work 
together on new product development? 
Their teamwork makes it possible for a 
STAR™ 90 shipping system to be manu- 
factured to customer specifications and 
delivered in less than a week from the 
order date. 
Formerly, engineers designed a new 

product, and manufacturing employees 


determined how 


to produce it. Now, Design for Assembly 
teams, like the one which created the 
STAR 90, work on product design and 
manufacturing simultaneously. 

What did the STAR 90 team accom- 
plish? They realized their goals to 


cut production and test 
times and to decrease 
the number of parts. 
The STAR 90 uses 


Louisa McCarthy operates the scale cali- 
bration unit at the Pitney Bowes manu- 
facturing facility in Shelton, Connecticut. 


more than 60 percent fewer parts and is 
assembled in record time, eliminating the 
need to maintain an extensive inventory. 
Close collaboration of engineering 
and production ensured a smooth transi- 
tion from product design to production. 
The teamwork of the Design for 
Assembly process has permanently 
' changed the traditional roles of 
engineering and manufacturing to 
, better serve the customer. 


MONARCH PEOPLE 


Assigning top priority to safety can pay off 
in bottom-line savings, and no one knows 
it better than the employees at Monarch 
Marking Systems. Over the past two 
years, Monarch’s Safety Accountability 
Program reduced accident costs by thou- 
sands of dollars and days lost due to 
injury by 66 percent. 

In January 1991, a team of Monarch 
employees launched the Safety Account- 
ability Program to educate all employees 
on the use of good safety practices. 

Throughout Monarch’s manufactur- 
ing operations, employees now give 
increased priority to safety. Ongoing, 
mandatory training provides instruction 
in safety rules, guidelines and perfor- 
mance. Now, Monarch employees work 
in a safer environment, one they helped 
to create. The expense of accidents is no 


longer part of the cost of doing business. 15 


By making safety a top priority, Monarch’s 
program achieved more than improved 


Marcia Brown participates in Monarch’s bottom-line results. 
safety program. 
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Keith Smith, Facilities Maintenance; 


Glenda Sells, Electronic Manufacturing; Lloyd Goff, Safety & Security; Bob Stavick, Tool & Die Making 
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This year, Pitney Bowes Financial 
Services (PBES) marks its 15th year of 
operation. Founded in 1977 as a leasing 
organization to meet the financing needs 
of Pitney Bowes customers in the United 
States, PBFS’ commitment to outstanding 
customer service has fueled its growth. 
The history of PBFS is a composite 
of many stories of customer satisfaction. 
PBES people, who are experts in both 
financing and Pitney Bowes products, 
created these stories with their continuing 
efforts to offer customers the convenience 
of a total package of product, service and 
financing. Their ongoing efforts have 
generated programs and services that 
make financing Pitney Bowes products 
easy. Rapid credit turnaround, simple 
lease documentation and competitive 
rates make it convenient for Pitney Bowes 
customers to acquire equipment to meet 
their needs. Easy-to-use, competitive 


leasing programs like Express® lease have 


Jeffrey Ramos, Treasury Operations; Thomas Sullivan, Marketing; Lucy Abercrombie, Default Administration 
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been specifically designed for customers 
who want to acquire entry-level mailing 
equipment costing less than $1,000. 

National account programs meet the 
special needs of Pitney Bowes’ larger 
customers. And, innovative systems- 
sales incentives and special programs 
help companies acquire specific combi- 
nations of Pitney Bowes products. To 
provide financing for non-competitive 
products, Pitney Bowes Credit 


Corporation (PBCC), through its Vendor 
Investment Program and its subsidiary 
Colonial Pacific Leasing Corporation, has 
also developed a presence in the small 
ticket leasing market. 

As Pitney Bowes grew, so did PBES, 
expanding its operations around the 
world to help Pitney Bowes customers in 
Canada, the United Kingdom, Australia, 
France and Germany. Over the years, 
PBES broadened its coverage to include 


PITNEY BOWES FINANCIAL SERVICES NET INCOME 1977-1992* 


($ in millions) “Excludes effect of accounting changes 


financing for the customers of Dictaphone 
and Monarch Marking Systems. 

In its first full year of operation, 
with 145 employees in the U.S. and 
England, PBFS generated 51,400 leases. 
PBES remains committed to customer 
satisfaction in the financing of Pitney 
Bowes products worldwide, as well as 


Mark McConnell, 


tT 


leasing and financing to other strong 
creditworthy customers. Its story is one 
of how a tradition of attention to cus- 
tomer needs has resulted in years of 
profitable growth. 


ag 


Accounting; Denise Rawles, Lease Administration; Kathy Zaczkowski, M.LS.; Tony Giovannoli, Sales 
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BUSINESS EQUIPMENT 


Pitney Bowes business equipment businesses include Pitney 
Bowes Mailing Systems, Pitney Bowes Office Systems and 
Pitney Bowes Shipping and Weighing Systems. Pitney Bowes 
Office Systems includes Pitney Bowes Facsimile Systems, 
Pitney Bowes Copier Systems in the United States and 
Dictaphone Corporation. 

Business equipment revenue of $2.4 billion accounted 
for 70 percent of corporate revenue in 1992. 


Pitney Bowes Mailing Systems 

Pitney Bowes Mailing Systems is the worldwide leader 
in the mailing equipment and systems market. Mailing 
Systems’ rigorous adherence to its customer satisfaction 
philosophy makes it the supplier of choice for mailing 
solutions worldwide. 

Pitney Bowes Mailing Systems’ 1992 revenue, which 
includes Facsimile and Shipping and Weighing Systems’ rev- 
enue for financial reporting purposes, was $1.8 billion and 
accounted for 53 percent of corporate revenue. Pitney Bowes 
Mailing Systems manufactures and markets postage meters 
and mailing systems and is responsible for selling shipping 
and weighing systems and products worldwide. Marketing 
focus is on North America, Western Europe and the 
Asia/Pacific region. Customers include operations of all sizes, 
from small mailers to the very largest, production mailers. 

During the year, Pitney Bowes Mailing Systems intro- 
duced a variety of advanced products to address the needs of 
mailers for cost-effective, accurate mail preparation. The 
most notable of these, the Paragon™ Mail Processor for 
medium to large volume mailers, is a completely automated 
system that saves customers time and money by eliminating 
the manual sorting and weighing of mail prior to processing. 
The SPECTRUM™ Tabletop Inserting System feeds, collates, 
folds and inserts up to five sheets of paper into an envelope 
before sealing it. Its modular construction can easily be cus- 
tomized to perform specific applications. 

SPECTRUM and Paragon, together with the ADDRESS- 
RIGHT™ addressing and mail list management system and 
software, introduced in 1991, are part of the Mail Center 
2000™ family of products, which has the capability to auto- 
mate 96 percent of outgoing mail processes for these mailers. 


For high volume production mailers, Pitney Bowes also 
introduced products with a variety of time and cost saving 
applications that enable production mail customers to earn 
maximum postal service presort discounts and offer signifi- 
cantly increased levels of productivity. 

New Pitney Bowes products for smaller mailers incorpo- 
rate productivity features previously available only on larger 
systems. The Eagle® Priority, the Eagle® Preferred and the 
Eagle 2™ One Step offer customers a variety of features such 
as the ability to process mixed mail, accounting and reporting, 
and automatic rate-shopping for parcels. 

To produce these new products, Pitney Bowes’ manu- 
facturing employees have been undergoing extensive skills 
training programs which have resulted in dramatic increases 
in productivity. Self-directed work teams now assume 
greater manufacturing responsibility for the products they 
produce. 

Pitney Bowes’ leadership in the mailing market is sup- 
ported by extensive research and development activities in 
Fairfield County, Connecticut, and Harlow, England, where 
teams of highly skilled engineers have pioneered in the devel- 
opment of proprietary mailing systems. For example, the Mail 
Center 2000 product line has over 120 patents. 

Support for Pitney Bowes products is enhanced by inno- 
vations such as the use of hand-held computers linked directly 
to the company’s automated customer dispatching system. 
This ensures prompt response to customers’ needs. With 
their product know-how, technical expertise and firm commit- 
ment to customer satisfaction, Pitney Bowes sales and service 
professionals set the industry standard for excellence. 


Pitney Bowes Office Systems 

Pitney Bowes Facsimile Systems 

Pitney Bowes Facsimile Systems, a leading supplier of quality 
facsimile machines to the corporate market, offers customers 
high performance products and superior service. 

Pitney Bowes continues to expand its line of plain paper 
equipment, enabling customers to take advantage of the effi- 
ciency, improved productivity and cost-effectiveness of these 
machines. During the year, Pitney Bowes introduced two new 
machines, the 9520 and the 9350. These facsimile machines 
transmit a page in seven seconds, making them among the 


fastest units available. They also offer an array of sophisticated 
time and money saving features, such as auto-dialing and mem- 
ory, which can be tailored to meet the needs of companies with 
large facsimile networks. 

Pitney Bowes is the only facsimile supplier in the United 
States marketing solely through its own direct sales force. In 
addition, Pitney Bowes customers have the support of the com- 
pany’s National Remote Diagnostic Center, capable of resolving 
75 percent of service calls by electronically diagnosing and 
correcting problems over telephone lines. 

Quality products and superior sales and service support, 
combined with a firm commitment to customer satisfaction, 
will make Pitney Bowes Facsimile Systems the most qualified 
supplier in the markets it serves. 

Pitney Bowes Copier Systems 

Pitney Bowes Copier Systems’ mission is to become a leading 
supplier of high quality copiers, service and supplies to the 
medium and high-end markets. In the United States, Pitney 
Bowes Copier Systems continued to benefit from its new fea- 
ture-rich product line, rigorous service programs and 
focused marketing. In 1992 revenue from Pitney Bowes’ 
worldwide copier business was $285 million and accounted 
for 8 percent of total corporate revenue. 

With the introduction during the year of four additional 
copier models, Pitney Bowes Copier Systems broadened its 
9000 series to include a full line of machines. These 
machines can be equipped with a range of customer- 
preferred options such as automatic two-sided copying, 
sorting and stapling. 

Pitney Bowes copiers are sold and serviced exclusively 
through the company’s direct sales and service forces with 
sales and marketing activities focused in 80 high potential 
market areas nationwide. 

Because service is a critical element in copier perfor- 
mance and customer satisfaction, Pitney Bowes Copier 
Systems offers an unrivaled service and supplies program. 
Its Value Added Maintenance System™, a superior preventive 
maintenance program, helps increase copier productivity, 
and a nationwide toll-free line makes ordering copier sup- 
plies easy. A hand-held computer system provides quick 
transmission of customer data to field technicians for more 


efficient customer service. In the very competitive copier 


market, these capabilities will enable Pitney Bowes Copier 
Systems to provide customers with the best in equipment, 
supplies and service. 

In recognition of the strength of Pitney Bowes’ service 
support, Buyers Laboratory, Inc., an independent office prod- 
ucts testing firm, awarded its 1992 “Pick of the Year” award 
to two Pitney Bowes high volume copier models. 
Dictaphone Corporation 
Dictaphone is the worldwide leader in voice processing sys- 
tems and communications recorders. Innovative, high quality 
dictation, voice processing and communications recording 
products, systems and services provide the foundation for 
Dictaphone’s leadership position. 

In 1992 Dictaphone’s revenue was $306 million and 
accounted for 9 percent of corporate revenue. 

Primary customers for Dictaphone’s products and systems 
are business executives, legal and healthcare professionals, 
public safety officials, and brokers and traders in the financial 
community. Expanded market opportunities exist in segments 
such as radio stations, emergency medical departments and 
correctional institutions. 19 

Dictaphone’s successful conversion of its voice processing 
products from analog to digital technology provides customers 
of all sizes with increased reliability, broader functionality and 
greater flexibility. 

During the year, Dictaphone continued to profitably 
grow its business by expanding its digital product offerings 
and bringing the advantages of digital technology to smaller 
businesses. The Digital Express™ line, with its broad range 
of system integration capabilities and product offerings, 
continues to be a major contributor to revenue and profit 
growth. 

Dictaphone’s new products and enhancements to its 
digital product lines included Smart Attendant™, an auto- 
mated voice prompting and call routing system; the Record 
Express™ medical report management system; and Straight 
Talk Plus™, a digital, desktop voice messaging system. 

In the communications recording market, Dictaphone’s 
Veritrac® 9000 is the leading product offering. Dictaphone 
communications recorders serve customers, like police and 
fire departments, who need a permanent record of incoming 


and outgoing calls. 
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Dictaphone markets products through its direct sales and 
service operations in North America and selected European 
countries, and through dealers and distributors in Europe, 
South America and the Asia/Pacific region. Marketing empha- 
sis is being increased in Europe, South America and 
the Asia/Pacific region. 

Supported by in-house product development, manufac- 
turing, design and engineering capabilities, Dictaphone’s 
employees are expert in the development, sales and servicing 
of digital solutions and applications. They know that quality 
sells, and they strive to provide customer satisfaction from 
product development through manufacturing to sales and 


service. 


Pitney Bowes Logistics Systems and Business Services 
Pitney Bowes Shipping and Weighing Systems 

Pitney Bowes Shipping and Weighing Systems provides scales, 
shipping systems and traffic management systems and software 
for shippers of all sizes. In the highly competitive shipping 
market, customers are demanding cost-effective, quality solu- 
tions for their shipping and transportation management func- 
tions. Pitney Bowes Shipping and Weighing Systems expects to 
achieve leadership in the logistics market by developing, 
sourcing and marketing quality shipping and transportation 
management products for its customers. 

Automated shipping systems and transportation manage- 
ment solutions, with their cost and time savings, are becoming 
more attractive to small and medium volume users who still 
manually process their shipments. This market represents an 
important opportunity which Pitney Bowes Shipping and 
Weighing Systems addressed during the year with products 
such as STARPOST™, one of several additions to the STAR™ 
family of systems. These systems automate the rating, tracking, 
reporting and accounting functions to provide information that 
improves customers’ business decision-making abilities. 

During the year, Pitney Bowes Shipping and Weighing 
Systems continued its collaborative efforts with other Pitney 
Bowes divisions, providing weighing platforms and software 
for the Paragon™ Mail Processor and sourcing label printers 
from Monarch Marking Systems. 


With its highly trained sales and service professionals 
and full line of advanced shipping products and systems, 
Pitney Bowes Shipping and Weighing Systems is well posi- 
tioned to satisfy its customers. 


BUSINESS SUPPLIES AND SERVICES 


The business supplies and services segment of the company is 
comprised of Monarch Marking Systems and Pitney Bowes 
Management Services. Monarch Marking Systems provides 
merchandise price marking, identification and tracking sys- 
tems for retailers and logistics support systems for all types of 
businesses using bar code tracking technology. Pitney Bowes 
Management Services provides on-site facilities management 
services for business support functions including mailroom 
management, reprographics and related functions. 

In 1992 business supplies and services revenue of $400 
million accounted for 12 percent of total corporate revenue. 
Monarch Marking Systems 
Monarch Marking Systems is a leading supplier of merchan- 
dise price marking, item identification and tracking systems 
for the retail market and a supplier of integrated bar code 
applications for the logistics market. Monarch Marking 
Systems, with its tradition of bar code expertise, will continue 
to lead the market by developing, manufacturing, sourcing 
and selling item identification and tracking systems and sup- 
plies for the retail and non-retail markets. 

During the year, Monarch Marking Systems introduced a 
variety of products for the retail and logistics markets including 
printer software and new versions of their proprietary 
Pathfinder® hand-held product. 

Because bar codes are an important way to reduce costs 
and improve customer service, major United States retailers 
are increasingly requiring vendors to tag and label merchan- 
dise prior to delivery and to mark shipping cartons with bar 
codes to identify the contents. These applications represent 
important emerging markets for Monarch Marking Systems’ 
proprietary products. By adding production facilities in Hong 
Kong, Monarch Marking Systems also expanded its service 
bureau business, which makes tags and labels for application 
at the point of merchandise manufacture. 


As bar coding grows around the world, Monarch 
Marking Systems has significant opportunities in international 
markets, and in 1992 it increased its European coverage. 

Monarch Marking Systems’ commitment to customer 
satisfaction is the foundation of its consultative and problem 
solving sales strategy and its strong service support organiza- 
tion. These strengths will help Monarch Marking Systems 
assist Customers in managing their operations through the 
innovative use of bar code technology. 

Pitney Bowes Management Services 

Pitney Bowes Management Services (PBMS) is a leading 
provider of facilities management services for a variety of 
business support functions including correspondence mail, 
high volume transaction mail, reprographics management 
and related activities. 

PBMS customers are concentrated in three major market 
segments: corporate; financial services, including banks and 
insurance companies; and professional service organizations. 

As companies concentrated on their core business pri- 
orities, they turned to outside services to reduce overhead, 
lower support services costs and improve productivity. 
During 1992 PBMS continued to benefit from this trend as 
it successfully penetrated the large business market with 
expanded service offerings. For example, to help law firms 
operate more efficiently, PBMS provided them with expanded 
services, such as a proprietary bar code records-tracking 
service. 

In 1992 PBMS expanded its operations to over 50 major 
metropolitan areas throughout the United States. Customer 
use of PBMS mailroom management services increased, with 
more than 60 percent of PBMS contracts now providing mail- 
room management. 

PBMS is realizing its mission to be the leader in on-site 
management of business support functions by providing the 
highest quality service for its customers. To help accomplish 
this, PBMS leverages Pitney Bowes technology and know-how, 
enhancing its competitive position. 


FINANCIAL SERVICES 


Pitney Bowes Financial Services (PBFS) marked its fifteenth 
year of operation in 1992. Profitable after its first full year of 
operation, PBFS has increased its profits every year since. 
PBES provides leasing for Pitney Bowes products worldwide, 
leasing and financing to other strong, creditworthy cus- 
tomers, and mortgage servicing in the United States. 

PBES’ revenue of $633 million accounted for 18 percent 
of total corporate revenue in 1992. At year-end, PBFS’ gross 
finance assets were over $5 billion and included approxi- 
mately 610,000 accounts. 

PBFS provides product financing in six countries in sup- 
port of the expansion of Pitney Bowes. Other customers for 
PBFS are leasing brokers, manufacturers, suppliers and 
dealer operations seeking product financing for their cus- 
tomers, as well as creditworthy businesses seeking lease 
financing for capital expansion. During the year, PBFS con- 
tinued to shift its investment mix from large ticket external 
transactions toward internal and small ticket transactions. 

In 1992 Pitney Bowes acquired Atlantic Mortgage & 
Investment Corporation (AMIC), a mortgage servicing opera- 
tion. This acquisition provides PBFS with an opportunity to 
profitably leverage its expertise in customer service and 
account management. AMIC provides fee-based billing and 
collection services to investors in residential mortgages. It 
does not originate, hold or generally assume the credit risk 
on mortgages. 

In a year when customers were often constrained by tight 
budgets, PBFS financing programs enabled them to acquire 
equipment to meet their needs. PBFS also provided financing 
to support Mailing Systems’ multi-country introduction of the 
Paragon™ Mail Processor. 

During the year, PBFS simplified both its invoices and its 
lease documentation, just two examples of the strong focus 
on customer satisfaction by Pitney Bowes people. PBES’ 
strength lies in its talented and responsive employees who use 
their know-how and resourcefulness to make it easy to do 


business with Pitney Bowes. 
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Management'’s Discussion and Analysis 


Segments 


Pitney Bowes manufactures and markets products, and 
provides services in two industry segments: business equip- 
ment and business supplies and services; and provides 
financing in a third industry segment: financial services. 

Business equipment includes: postage meters and mail- 
ing, shipping and facsimile systems, copiers and copier sup- 
plies, and voice processing systems which include dictating 
systems, automatic telephone answering systems and voice 
communications recorders. 

Business supplies and services includes: equipment and 
supplies used to encode and track price, content, item iden- 
tification and other merchandise information and mailroom, 
reprographics and related facilities management services. 

The financial services segment includes the worldwide 
financing operations of the company. This segment provides 
lease financing for the company’s products as well as other 
financial services for the commercial and industrial markets. 

Revenue and operating profit by business segment and 
geographic area for the years 1990 to 1992 were as follows: 


Revenue 
1992 1991 1990 


(in millions) 


Industry segments: 
Business equipment: 


Mailing systems $1,810 $1,777 $1,695 
Copying systems 285 276 290 
Voice processing 
systems 300 300 298 
2,401 ZK LIAS: 
Business supplies 
and services 400 305 305 
Financial services 633 614 548 
Total $3,434 $3,332 $3,196 
Geographic areas: 
United States $2,715 $2,583 $2,448 
Europe 401 421 419 
Canada and other 318 328 Sao 
Total $3,434 $3,332 $3,196 
Operating profit 
2 1991 1990" 
(in millions) 
Industry segments: 
Business equipment $ 362 $ 3063 $ 231 
Business supplies 
and services 34 20 34 
Financial services 201 178 161 
Total $ 597 $ 561 $ 426 
Geographic areas: 
United States $ 520 $ 457 3 333 
Europe 34 tl 48 
Canada and other 45 56 47 
Total $ 599 $ 504 $ 428 


“Includes a nonrecurring charge in the business equipment segment in the 
United States. 


Identifiable assets by business segment and geographic 
area for the years 1990 to 1992 were as follows: 


Identifiable assets 


1992 1991 1990 
(in millions) 
Industry segments: 
Business equipment $1,706 S113 $1,743 


Business supplies 


and services 240 240 244 
Financial services 4.352 4,116 3,794 
Total $6,298 $6,069 $5,781 
Geographic areas: 
United States $5,330 $4,883 $4,553 
Europe 526 625 Wis 
Canada and other 641 609 583 
Total $6,497 $6,117 $5,849 


Results of Continuing Operations 


Revenue increased three percent in 1992 and four percent 
in 1991 despite the continued worldwide economic slow- 
down. Revenue growth for both periods was slowed by 
the impact of recessionary conditions throughout the com- 
pany’s worldwide markets with particularly weak demand 
in the United Kingdom and Australia. Income from continu- 
ing operations rose eight percent in 1992 and 39 percent in 
1991. Excluding the effect of the 1990 nonrecurring charge 
for the copier strategy changes discussed below, income 
from continuing operations increased 11 percent in 1991. 

Sales revenue increased three percent in 1992 after only 
a marginal increase in 1991. The 1992 growth includes the 
impact of major new mailing product introductions as well 
as moderate price increases. The success of the company’s 
copier marketing strategy and increased retail demand for 
marking systems products were reflected in 1992 results fol- 
lowing sales declines for both of these product lines in 1991. 
The aggressive expansion of the facilities management con- 
tract base also contributed to the sales increases in both 1992 
and 1991. Revenue in 1991 also included increased PROM 
(memory chip) and scale chart sales resulting from parcel 
and postal rate changes in the United States and significant 
growth in the company’s German mailing operation. 

Rentals and financing revenue, substantially all of which 
is in the business equipment and financial services segments, 
increased three percent in 1992 and eight percent in 1991. 
Rental revenue increased primarily due to price increases as 
well as higher numbers of postage meters, especially higher 
yielding Postage By Phone® and electronic meters, and fac- 
simile equipment on rental offset, in part, by the planned 
1991 reduction in the copier equipment rental base. 
Financing revenue grew in both 1992 and 1991 due to 
increases in the company’s leasing portfolios. 

Support services revenue, most of which is derived from 
the business equipment segment, increased two percent in 
1992 and eight percent in 1991 primarily due to price increases 


as well as the continued expansion of the dictation and 
facsimile service bases. These factors were partly offset by 
declines in demand for the servicing of mailing and copier 
products. 

The cost of sales to sales revenue ratio increased to 52.6 
percent in 1992 from 52.2 percent in 1991 and 51.3 percent 
in 1990. These ratio increases were due to the increasing 
significance of the company’s mailroom management busi- 
ness which includes most of its expenses in cost of sales 
and reduced margins on domestic mailing and shipping 
products. These factors were partly offset by improved 
margins at the company’s copier and German business 
equipment operations. High-margin PROM and scale chart 
sales, lower voice processing product costs and a reduction 
of costs resulting from settlement of a foreign sales tax 
refund claim also benefitted 1991 results. 

The cost of rentals and financing to rentals and financing 
revenue ratio was 30.7 percent in 1992, 29.1 percent in 1991 
and 27.7 percent in 1990. These ratio increases reflect higher 
credit loss provisions and, in 1991, increased operating lease 
programs in the financial services segment. These factors 
were partly offset by improved copier and 1991 facsimile 
rental margins. 

Selling, service and administrative expenses as a percent- 
age of revenue were 40.1 percent in both 1992 and 1991 and 
40.7 percent in 1990. This ratio benefitted from the transition 
initiatives undertaken in 1989, copier strategy changes begun 
in 1990, continuing cost containment programs throughout 
the company, the reduction of certain benefit programs in 
1992 and, in 1991, a reduction of expenses resulting from the 
foreign sales tax refund noted above. In 1992, the company 
incurred an additional pretax cost of $26 million due to its 
adoption of a new accounting standard for nonpension 
postretirement benefits (see Accounting Changes below). 
This change largely offset the favorable impact of these cost 
improvements. 

Research and development expenses declined 11 percent 
in 1992 while increasing four percent in 1991. These changes 
were caused by the completion of the primary development 
cycle for certain of the company’s major new mailing prod- 
ucts which were successfully launched in 1992 as well as cost 
containment programs. The company, however, continues to 
significantly invest in new product development focusing on 
electronic technology and software development. 

Net interest expense decreased 12 percent in 1992 and 
four percent in 1991. These declines resulted from lower 
interest rates partly offset by slight increases in average 
borrowing levels related to the financial services segment. 

Industry segment operating profit reflects the factors dis- 
cussed above and in the Financial Services discussion below. 
Excluding the effects of the nonrecurring copier charge, oper- 
ating profit of the business equipment segment declined 
slightly in 1992 and increased 14 percent in 1991. Efficiencies 
achieved through the 1989 transition initiatives, copier strat- 
egy changes and organizational changes in the company’s 
German mailing operation have and should continue to 


favorably impact this segment. In 1992, these factors were off- 
set by the incremental cost of over $20 million, relative to this 


segment, for the adoption of the new accounting standard for 


nonpension postretirement benefits. Operating profit of the 
business supplies and services segment rose 73 percent in 
1992 and declined 42 percent in 1991. In 1992, this segment 
reflected improved sales of marking systems products and 
higher capacity utilization after being adversely impacted in 
1991 by the severe recession in the retail industry. The contin- 
ued strong revenue growth and significant cost reduction 
programs implemented at the end of 1991 in the mailroom 
management business were also reflected in this segment’s 
performance. The financial services segment benefitted from 
lower interest rates in both 1992 and 1991. However, higher 
credit loss provisions, particularly outside the U.S., in both of 
these periods as a result of the recessionary business environ- 
ment partly offset the benefit of interest rate reductions. 

The effective tax rate was 37.0 percent in 1992, 37.6 per- 
cent in 1991 and 36.9 percent in 1990. Reduced investment 
tax credits increased the effective tax rates in both 1992 and 
1991. The effective tax rate was favorably affected by higher 
levels of tax exempt income, both domestically and interna- 
tionally, and research and development credits in 1992 and, 
in 1990, the tax benefit of the nonrecurring charge incurred 
by the copier unit which was subject to a relatively high 
state tax rate. 

Although not affecting income, deferred translation 
losses amounted to $60 million in 1992 and $4 million in 
1991; 1990 gains were $33 million. In both 1992 and 1991, 
losses resulted from the significant weakening of the British 
pound and, in 1992, the Canadian dollar. Significant factors 
causing the gains recorded in 1990 were the strengthening 
of the British pound and Swiss franc. 


Financial Services 


The financial services operations provide lease financing for 
Pitney Bowes products as well as other financial services for 
the commercial and industrial markets in the U.S., Canada, the 
U.K., Germany, France and Australia. Condensed financial 
information of the company’s consolidated finance operations 
is disclosed in note 15 to the consolidated financial statements. 
The finance operations financed 33 percent of consolidated 
sales in 1992, 32 percent in 1991 and 31 percent in 1990. 

Total financial services revenue amounted to $633 mil- 
lion in 1992, up three percent from 1991. Total financial 
services assets increased to $4.4 billion at year-end 1992, up 
five percent from $4.1 billion in 1991 which was up nine 
percent from $3.8 billion in 1990. To fund finance assets, 
borrowings were $3.0 billion in 1992, $2.9 billion in 1991 
and $2.7 billion in 1990. Borrowing requirements for the 
funding of new business were reduced by the proceeds 
received from the sale of approximately $200 million, $260 
million and $310 million of finance assets during 1992, 1991 
and 1990, respectively. In addition to the $600 million of 
borrowings available under shelf registration statements, the 


23 


24 


financial services segment had approximately $1.8 billion of 
unused lines of credit at year-end 1992 largely supporting 
commercial paper borrowings. It has been the company’s 
practice to use a balanced mix of debt maturities, variable- 
and fixed-rate debt and interest rate swaps to control sensi- 
tivity to interest rate volatility. 


Nonrecurring Charge 


In 1990, the company changed its copier marketing strategy 
and announced plans to discontinue the remanufacture of 
used copier equipment. The copier organization now con- 
centrates on new, higher-margin copiers consistent with its 
marketing strategy directed at serving large corporations and 
multi-unit installations. Due to this change in strategy and 
the resultant discontinuance of the equipment remanufactur- 
ing process, the company adjusted the estimated useful life 
of copiers from five years to three years and established a 
reserve for the disposal of copiers which previously would 
have been remanufactured, employee severance payments 
and facility closing costs. The aggregate one-time, pretax 
charge against 1990 third-quarter earnings was $86.5 million. 
As a result of these actions, copier profitability has continued 
to improve; and it is anticipated that this trend will continue 
into the future. 


Discontinued Operations 


In 1992, the company sold its Wheeler Group Inc. (“Wheeler”) 
subsidiary, a direct mail marketer of office supplies. The sale 
of Wheeler for approximately $80 million in cash resulted in a 
$2.7 million after-tax gain. Wheeler has been classified in the 
Consolidated Statement of Income as a discontinued opera- 
tion; revenue and income from continuing operations exclude 
the results of Wheeler for all periods presented. 


Accounting Changes 


In the fourth quarter of 1992, the company adopted retroac- 
tively to January 1, 1992 Statement of Financial Accounting 
Standards No. 106, “Employers’ Accounting for Postretirement 
Benefits Other Than Pensions” (FAS 106), which addresses 
health care and other welfare benefits provided to retirees. 
FAS 106 required a change from the cash basis of accounting 
to the accrual basis of accounting for nonpension postretire- 
ment benefits. The transition effect of adopting this standard 
on the immediate recognition basis, which was recorded in 
the first quarter of 1992, was a one-time, after-tax charge of 
$215 million or $1.35 per share; the 1992 incremental after-tax 
cost included in 1992 income from continuing operations 
amounted to $16 million or $.10 per share. In early 1993, the 
company announced several changes to its health care plans 
which are expected to significantly reduce the ongoing 
incremental impact of FAS 106 on future earnings. Among 
these changes was the establishment of plan cost maximums 


in order to more effectively control future medical costs. 
Additional information with respect to accounting for non- 
pension postretirement benefits is disclosed in note 10 to 
the consolidated financial statements. 

The company also adopted Statement of Financial 
Accounting Standards No. 109, “Accounting for Income 
Taxes” (FAS 109), in 1992, which did not significantly affect 
the company’s reported results. 

In November 1992, Statement of Financial Accounting 
Standards No. 112, “Employers’ Accounting for Postemploy- 
ment Benefits” (FAS 112), was issued addressing benefits 
provided by an employer to former or inactive employees 
after employment but before retirement. FAS 112 requires 
that postemployment benefit costs be recognized on the 
accrual basis of accounting effective for fiscal years begin- 
ning after December 15, 1993. Postemployment benefits 
include the continuation of salary, health care, life insurance 
and disability-related benefits to former or inactive employ- 
ees, their beneficiaries and covered dependents. The com- 
pany has not yet determined the effect of this standard on 
its results of operations or financial condition. The company 
will adopt FAS 112 by January 1, 1994, as required. 


Liquidity and Capital Resources 


The current ratio reflects the company’s practice of utilizing a 
balanced mix of debt maturities to fund finance assets. At 
December 31, 1992, this ratio was .59 to 1 compared to .05 to 
1 at year-end 1991. The change in the ratio was primarily the 
result of increased income taxes payable and a decline in cash 
and cash equivalents which were used to repay debt. In addi- 
tion, the ratio decline reflected the current portion of the non- 
pension postretirement benefit liability established in 1992 as a 
result of the company’s adoption of FAS 100. 

The ratio of total debt to the total of such debt and stock- 
holders’ equity was 64.5 percent at December 31, 1992 com- 
pared to 62.8 percent at December 31, 1991. The increase in 
this ratio was primarily due to the 1992 reduction in equity 
which reflected the company’s $215 million charge for FAS 
100’s transition effect, repurchase of approximately 2.9 mil- 
lion shares of common stock at a total cost of $89 million 
and $60 million of deferred translation losses. These factors 
were partly offset by reduced overall borrowing levels 
reflecting the paydown of debt with the proceeds from the 
sale of Wheeler and certain financial services assets as well 
as the successful results of other asset management pro- 
grams. Continuing emphasis on fee-based financial services’ 
transactions and consideration of the sale of certain financ- 
ing transactions as well as the reduced growth in large-ticket, 
longer-term external portfolio placements are expected to 
continue to slow the growth in finance assets and debt 
obligations. 

As a part of the company’s non-financial services shelf 
registrations, a medium-term note facility was established 
permitting issuance of up to $100 million in debt securities 


with maturities ranging from more than one year up to 30 
years of which $32 million remain available at December 
31, 1992. The company also has an additional $300 million 
remaining on shelf registrations filed with the Securities 
and Exchange Commission. From September 1992 through 
January 1993, the company repaid $151 million of notes 
with interest rates ranging from 8.16 percent to 8.88 percent 
which matured and were previously issued under these 
shelf registrations. 

In March and April 1992, the company’s largest financial 
services unit, Pitney Bowes Credit Corporation (“PBCC’), 
issued $75 million of medium-term notes at interest rates 
ranging from 6.56 percent to 7.48 percent with maturities 
between three and five years. PBCC also repaid $100 million 
of 7.25 percent notes which matured in March 1992. 

In October 1992, PBCC filed a $500 million shelf registra- 
tion statement with the Securities and Exchange Commission. 
This registration statement, together with the carryover of $100 
million from a previous shelf registration, should meet PBCC’s 
long-term financing needs for the next two years. As part of 
the recently filed shelf registration, PBCC expects to establish 
a medium-term note facility permitting issuance of up to 
$150 million in debt securities having maturities ranging from 
nine months to 30 years. PBCC also recently established a 
new $700 million revolving credit facility which replaced 
$445 million of previously existing lines of credit. 

At year-end 1992, the company had unused lines of credit 
and revolving credit facilities totaling approximately $1.9 billion 
in the U.S. and $200 million outside the U.S. largely supporting 
commercial paper borrowings. Amounts available under 
credit agreements, shelf registrations and commercial paper 
and medium-term note programs in addition to cash gener- 
ated internally are expected to be sufficient to provide for 
financing needs in the next two years. Information with 
respect to debt maturities is disclosed in note 5 to the con- 
solidated financial statements. 


Capital Investment 


During 1992, net investments in fixed assets included $76 
million in net additions to property, plant and equipment 
and $134 million in net additions to rental equipment and 
related inventories compared with $94 million and $154 mil- 
lion, respectively, in 1991. These additions included expend- 
itures for normal plant and manufacturing equipment and, 
in the case of rental equipment, the production of postage 


meters and the purchase of facsimile equipment for both 
new placements and upgrade programs. 

At December 31, 1992, commitments for the acquisition of 
property, plant and equipment reflected plant and manufac- 
turing equipment improvements as well as rental equipment 
for new and replacement programs. 

As previously reported, the company’s financial services 
segment has made senior secured loans and commitments 
in connection with acquisition, leveraged buyout and recap- 
italization financings. At December 31, 1992, the company 
had a total of $25.2 million of such senior secured loans 
and commitments outstanding. In connection with such out- 
standing loans and commitments, the company currently 
has $6.8 million of outstanding senior secured loans with a 
company that has filed under Chapter 11 of the Federal 
Bankruptcy Code. The company expects recovery of sub- 
stantially all the carrying value of its investments due to the 
senior secured nature of the loans. The company has not 
participated in unsecured or subordinated debt financing in 
any highly leveraged transactions. 


Effects of Inflation 


Inflation rates, even though moderate in recent years, 
continue to have an effect on worldwide economies and 
the way companies operate. In addition to increasing 

labor costs and operating expenses, the company is also 
impacted by the higher costs associated with replacement 
of fixed assets and especially rental equipment assets. In the 
face of increasing costs, the company has generally been 
able to maintain profit margins through productivity and 
efficiency improvements, continual review of both manufac- 
turing capacity and operating expense levels and, to an 
extent, price increases. The efficiencies resulting from the 
1989 transition initiatives, new copier strategy and continu- 
ing cost containment programs have helped combat the 
negative impacts of inflation. 


Dividend Policy 


It is the policy of the Pitney Bowes board of directors to 
pay a cash dividend on common stock each quarter when 
feasible. In setting dividend payments, the board considers 
the dividend rate in relation to the company’s recent and 
projected earnings and its capital investment opportunities 
and requirements. Pitney Bowes has paid a dividend each 
year since 1934. 
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Summary of Selected Financial Data 


(Dollars in thousands, except per share data) 


Pitney Bowes Inc. 


Years ended December 31 1992 1991* 1990* 1989* 1988* 
Total revenue $3,434,124 $3,552,497 $3,195,550 $2,875,085 $2,575,052 
Costs and expenses 2,938,172 2,870,908 2,781,406 2,504,628 2,222,694 
Nonrecurring charges — = 80,500 110,000 - 
Income from continuing operations before 

income taxes 495,352 461,589 327,044 261,057 958 
Provision for income taxes 183,184 173,730 £20,995 80,947 2,560 
Income from continuing operations 312,168 287,859 206,649 180,110 230,398 
Discontinued operations 2,700 7,440 6,046 6,609 12,960 
Effect of accounting changes (214,631) - - 66,048 - 
Net income $ 100,237 229320) 31921133295 $252,707 $ 243,358 
Income per common and common equivalent share: 

Continuing operations $ 1.96 $1.80 $1.30 $1.14 $1.46 

Discontinued operations 02 05 04 04 08 

Effect of accounting changes i55) = = Al - 

Net income $ .63 $1.85 $1.34 $1.59 $1.54 
Total dividends on common, preference and 

preferred stock WSIS) I? $107,948 $94,819 $81,718 $72,055 
Dividends per share of common stock $.78 $.68 $.00 $.52 $.46 
Average common and common equivalent 

shares outstanding 159,235,412 159,954,680 159,249,760 = 158,646,092 ~—- 157,999,336 
Balance sheet at December 31 
Total assets $6,498,752 $6,380,580 $6,060,545 $5,611,115 $4,788,362 
Long-term debt $1,015,401 $1,058,763 $1,099,396 $1,309,338 $1,059,157 
Capital lease obligations $32,161 $35,755 $36,560 $42,002 $42,637 
Stockholders’ equity $1,652,881 $1,800,683 $1,589,414 $1,428, 327 $1,269,177 
Book value per common share $10.50 SiS $10.07 $9.07 $8.08 
Ratios 
Profit margin-continuing operations: 

Pretax earnings 14.4% 13.9% 10.3% 9.1% 13.7% 

After-tax earnings 9.1% 8.0% 6.5% 6.3% 8.9% 
Return on stockholders’ equity — 

continuing operations 18.9% 16.0% 13.0% 12.6% 18.2% 
Debt to total capital 64.5% 62.8% 65.4% 66.3% 63.5% 
Other 
Common stockholders of record 30,828 29,588 o1325 aplleeses) 34,087 
Total employees 28,958 29,421 29,942 31,404 29,316 
Postage meters in service, U.S., U.K. 

and Canada 1,413,448 1,393,774 1,386,387 1,354,501 1,302,879 


*Restated to reflect two-for-one stock split. 


See notes, pages 31 through 39 


Consolidated Statement of Income 


(Dollars in thousands, except per share data) 


Years ended December 31 


1992 


1997* 


Pitney Bowes Inc. 


1990* 


Revenue from: 
Sales 
Rentals and financing 


$1,593,956 


$1,546,085 


$1,539,414 


| 1,321,304 L277,551 1,184,105 
Support services 518,804 508,261 472,031 
Total revenue 3,434 124 3 332 497 3.195.550 
Costs and expenses: 
Cost of sales 838,734 800,649 790,312 
Cost of rentals and financing 405,307 371,609 328.527 
Selling, service and administrative 1 377,959 1,334,906 1,300,367 
Research and development 101,620 113,973 109,344 
Interest expense 2272577 258,116 264,473 
Interest income (127105) (14,345) (11,617) 
Nonrecurring charge - ~ 86,500 
Total costs and expenses 2,958,712 2,870,908 2,867,906 
Income from continuing operations before 
income taxes ADDO 461,589 327,044 
Provision for income taxes 183,184 173,730 120,995 
Income from continuing operations 312,168 287,859 206,049 
Discontinued operations 2,/00 7,440 6,046 
Income before effect of a change in accounting 
for nonpension postretirement benefits 314,868 299,299) 213,295 
Effect of a change in accounting 
for nonpension postretirement benefits (214,631) - - 
Net income $100;237 ne VAS ayy Ars) ® 213,295 
Income per common and common equivalent share: 
Continuing operations $ 1.96 $1.80 $1.30 
Discontinued operations 02 05 04 
Effect of a change in accounting 
for nonpension postretirement benefits (1.35) - - 
$ .63 $1.85 $1.34 


Net income 


*Restated to reflect two-for-one stock split. 


See notes, pages 31 through 39 


27 


28 


Consolidated Balance Sheet 


(Dollars in thousands) 


Pitney Bowes Inc. 


December 31 1992 1991 
Assets 
Current assets: 

Cash and cash equivalents $ 71,016 $ 113,528 

Short-term investments, at cost which approximates market 2,043 4,943 

Accounts receivable, less allowances: 

1992, $16,578; 1991, $17,786 381,992 404,741 
Finance receivables, less allowances: 

1992, $30,145; 1991, $26,219 980,392 983,052 
Inventories 344 382 342.122 
Other current assets and prepayments 58,903 87,136 

Total current assets 1,838,728 1,935,522 

Property, plant and equipment, net 552,097 574,914 
Rental equipment and related inventories, net 599,867 616,222 
Property leased under capital leases, net 16,596 19,742 
Long-term finance receivables, less allowances: 

1992, $66,830; 1991, $62,484 2,901,393 2,768,220 
Goodwill, net of amortization: 

1992, $27,704; 1991, $34,899 142,106 154,793 
Other assets 447,365 31167 
Total assets $6,498,752 $6,380,580 
Liabilities and stockholders’ equity 
Current liabilities: 

Accounts payable and accrued liabilities $ 614,936 $ 581,667 

Income taxes payable Ale sy 146,014 

Notes payable and current portion of long-term obligations IY Sa) 1,949,291 

Advance billings 313,856 318,474 

Total current liabilities 3,096,542 2,995,446 

Deferred taxes on income 336,933 489,933 
Long-term debt 1,015,401 1,058,763 
Other noncurrent liabilities 396,995 33,72) 

Total liabilities 4,845,871 219,091 

Stockholders’ equity: 

Cumulative preferred stock, $50 par value, 4% convertible 107 113 

Cumulative preference stock, no par value, $2.12 convertible 5G! 4,417 

Common stock, $2 par value (240,000,000 shares authorized; 161,668,956 shares issued) 323 338 161,669 

Capital in excess of par value - 157,449 

Retained earnings 1,463,121 1,494,772 

Cumulative translation adjustments G72) 33,208 

Treasury stock, at cost (4,494,217 shares) (109,635) (50,945) 

Total stockholders’ equity 1,052,881 1,800,683 
Total liabilities and stockholders’ equity $6,498,752 $6,380,580 


See notes, pages 31 through 39 


Consolidated Statement of Cash Flows 


(Dollars in thousands) 


Years ended December 31 


Pitney Bowes Inc. 


1992 1991 1990 
Cash flows from operating activities: 

Net income $ 100,237 $ 295,299 $ 213,295 
Effect of a change in accounting for nonpension postretirement benefits 214,631 - he 

Adjustments to reconcile net income to 

net cash provided by operating activities: 
Depreciation and amortization 250,773 238,107 220,594 
Nonrecurring charges, net (7,208) (21,295) 6,030 
(Decrease) increase in deferred taxes on income (8,679) 46,758 (25.875) 
Change in assets and liabilities: 
Accounts receivable 9,791 10,664 1,410 
Sales-type lease receivables (99,528) (125,587) (119,070) 
Inventories (19,370) 47,098 28,759 
Other current assets and prepayments (2,298) (26,340) (14,057) 
Accounts payable and accrued liabilities 32,808 42,408 86,485 
Income taxes payable 64,830 (12,938) SPOT 
Advance billings O77 16,821 22,148 
Other, net (30,861) (15,284) 16,224 
Net cash provided by operating activities 500,103 486,371 493,700 
Cash flows from investing activities: 

Short-term investments 2,900 (4,081) (783) 
Net investment in fixed assets (224,563) (250,412) (322,680) 
Net investment in direct-finance lease receivables (507) (105,746) (142,733) 
Investment in leveraged leases (60,964) (55,157) (77,014) 
Proceeds from sale of subsidiaries 80,000 - 14,743 
Net assets of company acquired (15,639) - - 


Net cash used in investing activities 


Cash flows from financing activities: 


(333,343) 


(415,396) 


Increase in notes payable 202,666 99,027 307,021 
Proceeds from long-term obligations 100,200 195,000 93,728 
Principal payments on long-term obligations (318,540) (239,920) (257,744) 
Proceeds from issuance of stock 23,827 18,054 19,191 
Stock repurchases KGD,992) = (21,407) 
Dividends paid 23,112) (107,948) (94,819) 
Net cash (used) provided by financing activities (204,351) (35,187) 45,910 

Effect of exchange rate changes on cash (4,921) (1,318) 6,917 
(Decrease) increase in cash and cash equivalents (42,512) 34,470 18,060 
Cash and cash equivalents at beginning of year 113,528 79,058 60,998 
$ 71,016 $ 113,528 $ 79,058 


Cash and cash equivalents at end of year 


Interest paid 


$ 220,892 


$ 237,039 


Ny PATO TAKS} 


Income taxes paid 


$ 126,805 


$ 146,996 


$ 80,449 


See notes, pages 31 through 39 
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Consolidated Statement of Stockholders’ Equity 


(Dollars in thousands) 


Pitney Bowes Inc. 


Capital in Cumulative Treasury 
Preferred Preference Common excess of Retained _ translation stock, 
stock stock stock par value earnings adjustments at cost 
Balance, January 1, 1990 $226 $ 5,821 $161,610 $ 150,286 $1,188,945 ne SOL $ (82,472) 
Net income — 1990 21D 29). 
Cash dividends: 
Preferred ($2.00 per share) (6) 
Preference ($2.12 per share) (423) 
Common ($.60 per share)* (94,390) 
Issuances under dividend 
reinvestment and stock plans 30 1,046 16,352 
Conversions to common stock (90) (658) 29 (2,480) 3,199 
Conversions of debt (77) 110 
Issuance for company acquired 2,818 9,001 
Repurchase of common stock (21,467) 
Translation adjustments 33,035 
Tax credits relating to 
stock options 1,763 
Balance, December 31, 1990 136 5,163 161,669 153,356 1,307,421 36,946 (75,277) 
Net income — 1991 295,299 
Cash dividends: 
Preferred ($2.00 per share) (4) 
Preference ($2.12 per share) (364) 
Common ($.68 per share)* (107,580) 
Issuances under dividend 
reinvestment and stock plans 6,531 AAO 
Conversions to common stock (23) (746) (3,194) 3,963 
Conversions of debt (59) 84 
Issuance for company acquired ZAS 312 
Translation adjustments 3,738) 
Tax credits relating to 
stock options 602 
Balance, December 31, 1991 ils’ 4,417 161,669 157,449 1,494,772 33,208 (50,945) 
Net income — 1992 100,237 
Cash dividends: 
Preferred ($2.00 per share) (4) 
Preference ($2.12 per share) (277) 
Common ($.78 per share) (122,831) 
Issuances under dividend 
reinvestment and stock plans 244 807 21,444 
Conversions to common stock (6) (1,256) (2,460) (4,514) 8,236 
Conversions of debt (250) 320 
Issuance for company acquired 12 195 702 
Repurchase of common stock (89,392) 
Translation adjustments (60.419) 
Tax credits relating to 
stock options 1,350 
Two-for-one stock split 161.669 (156.345) (5,324) 
Balance, December 31, 1992 $107 $ 3,161 $323,338 $ — $1,463,121 $(27,211) $109,635) 


*Restated to reflect two-for-one stock split. 


See notes, pages 31 through 39 


Notes to Consolidated Financial Statements 


(Dollars in thousands, except per share data or as otherwise indicated) 


1. Summary of significant accounting policies 


Consolidation. The consolidated financial statements include 
the accounts of Pitney Bowes Inc. and all of its subsidiaries (“the 
company”). All significant intercompany transactions have been 
eliminated. 


Cash equivalents. Cash equivalents include short-term, highly liq- 
uid investments with a maturity of three months or less from date 
of acquisition. 

Inventory valuation. Inventories are valued at the lower of cost 
or market. Cost is determined on the last-in, first-out (LIFO) basis 
for most domestic inventories, and the first-in, first-out (FIFO) 
basis for most foreign inventories. 

Fixed assets and depreciation. Property, plant and equipment 
are stated at cost. Major improvements which add to productive 
capacity or extend the life of an asset are capitalized while repairs 
and maintenance are charged to expense as incurred. Rental equip- 
ment is depreciated on the straight-line method. Other depreciable 
assets are depreciated using either the straight-line method or accel- 
erated methods. Properties leased under capital leases are amor- 
tized on a straight-line basis over the primary lease terms. 


Rental arrangements and advance billings. The company rents 
equipment to its customers, primarily postage meters and mailing, 
shipping, copier and facsimile systems under short-term rental 
agreements, generally for periods of three months to three years. 
Charges for equipment rental and maintenance contracts are billed 
in advance; the related revenue is included in advance billings and 
taken into income as earned. 


Financing transactions. At the time a finance transaction is 
consummated, the company’s finance operations record the gross 
receivable, unearned income and the estimated residual value of 
leased equipment. Unearned income represents the excess of the 
gross receivable plus the estimated residual value over the cost of 
equipment or contract acquired. Unearned income is recognized 
as financing income using the interest method over the term of the 
transaction and is included in rentals and financing revenue in the 
Consolidated Statement of Income. Initial direct costs incurred in 
consummiating a transaction are accounted for as part of the 
investment in a lease and amortized to income using the interest 
method over the term of the lease. 

In establishing the provision for credit losses, the company has 
successfully utilized an asset based percentage. This percentage 
varies depending on the nature of the asset, recent historical expe- 
rience, vendor recourse, management judgement and the credit 
rating of the respective customer. The company evaluates the col- 
lectibility of its net investment in finance receivables based upon 
its loss experience and assessment of prospective risk, and does so 
through ongoing reviews of its exposures to net asset impairment. 
The carrying value of its net investment in finance receivables is 
adjusted to the estimated collectible amount through adjustments 
to the allowance for credit losses. Finance receivables are charged 
to the allowance for credit losses after collection efforts are 
exhausted and the account is deemed uncollectible. 

The company’s general policy is to discontinue income recog- 
nition for finance receivables contractually past due for over 90 to 
120 days depending on the nature of the transaction. Resumption 
of income recognition occurs when payments are reduced to 60 
days or less past due. However, large-ticket external transactions 


Pitney Bowes Inc. 


are reviewed on an individual basis. Income recognition is nor- 
mally discontinued as soon as it is apparent that the obligor will 
not be making payments in accordance with lease terms and 
resumed after the company has sufficient experience on resump- 
tion of payments to be satisfied that such payments will continue 
in accordance with the original or restructured contract terms. 
Goodwill. Goodwill represents the excess of cost over the value 
of net tangible assets acquired in business combinations and is 
amortized using the straight-line method over appropriate periods, 
principally 40 years. 

Revenue. Sales revenue is recognized when a product is shipped. 
Costs and expenses. Operating expenses of field sales and serv- 
ice offices are included in selling, service and administrative 
expenses because no meaningful allocation of such expenses to 
cost of sales, rentals and financing or support services is 
practicable. 

Income taxes. Effective January 1, 1992, the company adopted 
Statement of Financial Accounting Standards No. 109, “Accounting 
for Income Taxes” (FAS 109). Income tax information is disclosed 
in note 8. 

Deferred taxes on income result principally from expenses not 
currently recognized for tax purposes, the excess of tax over book 
depreciation, deferral of lease revenue and gross profits on sales to 
finance subsidiaries. 

For tax purposes, income from leases is recognized under the 
operating method and represents the difference between gross 
rentals billed and operating expenses. 

It has not been necessary to provide for income taxes on $419 
million of cumulative undistributed earnings of subsidiaries outside 
the United States. These earnings will be either indefinitely rein- 
vested or remitted substantially free of additional tax. Determination 
of the liability that would result in the event all of these earnings 
were remitted to the United States is not practicable. It is estimated, 
however, that withholding taxes on such remittances would approx- 
imate $27 million. 

Investment tax credits recognized on transitional property have 
been accounted for using the flow-through method. 

Nonpension postretirement benefits. Effective January 1, 1992, 
the company adopted Statement of Financial Accounting Standards 
No. 106, “Employers’ Accounting for Postretirement Benefits Other 
Than Pensions” (FAS 106). Nonpension postretirement benefit 
information is disclosed in note 10. 


Income per share. Income per share is based on the weighted 
average number of common and common equivalent shares out- 
standing during the year. Common equivalent shares include pref- 
erence stock, stock option and purchase plan shares and 
convertible debt. 

Deposits in trust. The company’s customers electing the use of 
the Pitney Bowes Postage By Phone” meter setting system, a com- 
puterized system developed by the company for the resetting of 
postage meters via telephone, are required to make deposits with 
a trustee to cover expected postage usage. Such funds, which are 
not available to the company, are transferred to the respective 
postal services upon resettings of meters for which the company 
receives fees. Deposits in trust are not included in the company’s 
Consolidated Balance Sheet. 
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Foreign currency translation. Assets and liabilities of subsidiaries 
operating outside the U.S. have been translated at rates in effect at 
the end of the period, and revenues and expenses were translated 
at average rates during the period. Net deferred translation gains 
and losses are accumulated in stockholders’ equity. 

The company enters into forward foreign exchange contracts 
primarily to hedge certain firm foreign currency commitments, 
Gains and losses are deferred and recognized as part of the cost of 
the underlying transaction being hedged. Gains and losses related 
to changes in the value of speculative contracts are recognized in 
income currently. At December 31, 1992, the company had approxi- 
mately $271.8 million of forward exchange contracts outstanding, 
maturing through 1996, to buy or sell various currencies. 

Foreign currency transaction and translation gains and (losses) 
were $4.0 million, $0.6 million and $(0.9) million in 1992, 1991 and 
1990, respectively. 


2. Inventories 


Inventories consist of the following: 


December 31 1992 199] 
Raw materials and work in process $ 91,730 $102,276 
Supplies and service parts 92,961 93,132 
Finished products 159,691 146,714 
Total $344,382 $342,122 


Had all inventories valued at LIFO been stated at current costs, 
inventories would have been $46.2 million higher than reported at 
December 31, 1992 and 1991. 


3. Fixed assets 


December 31 1992 1991 
Land $ 38,251 $9235) 
3uildings 300,305 302,353 
Machinery and equipment 736,712 740,456 

1,075,268 1,082,042 
Accumulated depreciation 622571) (507,128) 
Property, plant and equipment, net $ 552,697 $ 574,914 
Rental equipment and related inventories $1,323,702 $1,285,007 
Accumulated depreciation (723,835) (668,785) 
Rental equipment and related inventories, net $ 599,867 $ 616,222 
Property leased under capital leases $ 47,827 $ 49,702 
Accumulated amortization (31,231) (29,960) 
Property leased under capital leases, net $ 16,596 $ 19,742 


4. Current liabilities 


Accounts payable and accrued liabilities and notes payable and 
current portion of long-term obligations are comprised as follows: 


December 31 1992 1991 


Accounts payable-trade $ 150,435 b591935 


Accrued salaries, wages and commissions 89,841 93,205 
Accrued pension benefits 93,960 94,204 
Accrued nonpension postretirement benefits 15,500 = 
Miscellaneous accounts payable 

and accrued liabilities 205,200 234,260 
Accounts payable and accrued liabilities $ 614,936 $ 581,667 
Notes payable and overdrafts $1,809,245 $1,628,386 
Current portion of long-term debt 141,049 318,088 
Current portion of capital lease obligations 3,099 2,817 
Notes payable and current portion 

of long-term obligations $1,953,993 $1,949,291 


In countries outside the U.S., banks generally lend to non- 
finance subsidiaries of the company on an overdraft or term-loan 
basis. These overdraft arrangements and term loans, for the most 
part, are extended on an uncommitted basis by banks, and do not 
require compensating balances or commitment fees. 

Notes payable of the company’s U.S. operations and financial 
services segment were issued as commercial paper, loans against 
bank lines of credit, or to trust departments of banks and others at 
below prevailing prime rates. Fees paid to maintain lines of credit 
were $2.3 million, $1.5 million and $1.2 million in 1992, 1991 and 
1990, respectively. 

At December 31, 1992, notes payable and overdrafts outside the 
US. totaled $334.3 million and U.S. notes payable totaled $1.5 bil- 
lion. Unused credit facilities outside the U.S. totaled $199.3 million 
at December 31, 1992 of which $172.1 million were for finance 
operations. In the U.S., the company had $1.9 billion of unused 
credit facilities in place at December 31, 1992 largely in support of 
commercial paper borrowings of which $1.7 billion were for the 
finance operations. 

The company periodically enters into interest rate swap and 
swap option agreements as a means of managing interest rate 
exposure. At December 31, 1992, the company had outstanding 
interest rate swap agreements with notional principal amounts of 
$1.1 billion. Under the agreements, with terms expiring at various 
dates from 1993 to 2004, the company exchanges rates between 
fixed-rate debt with rates ranging from 4.28% to 12.99% and com- 
mercial paper rates. The interest differential to be paid or received 
under swap agreements is recorded on the accrual basis as an 
adjustment to interest expense. The company has also written 
interest rate swap options in connection with various debt financ- 
ings. These options grant the counterparty the option of selecting 
a fixed or variable interest rate at a future point in time. The com- 
pany carries these interest rate swap options at market value. At 
December 31, 1992, the company had swap options outstanding 
on $270.2 million notional principal amounts. 


5. Long-term debt 


December 31 1992 1991 


Non-financial services debt: 


8.88% notes due 1993 = $ 99.930 
7.24% to 8.72% notes due 1993-1995 $ 41,250 66,500 
Other, various due dates (5.50% to 9.50%) 917 1,304 
42,167 167,734 
Financial services debt: 
Senior notes: 
6.56% to 7.48% notes due 1995-1997 75,000 ~ 
8.75% notes due 1996 75,000 75,000 
10.13% notes due 1997 100,000 100,000 
10.65% notes due 1999 100,000 100,000 
8.80% notes due 2003 150,000 150,000 
8.63% notes due 2008 100,000 100,000 
9.25% notes due 2008 100,000 100,000 
8.55% notes due 2009 150,000 150,000 
Subordinated debt: 
12.75% notes due through 1994 740 1,450 
Canadian dollar notes due 1993-2000 
(8.47% to 12.50%) 103,990 101,154 
German mark notes due 1993-1994 
(8.95% to 9.50%) 891 4,001 
French franc notes due 1993-1994 
(9.88% to 10.30%) V5) 2,850 
Other, various due dates 
(2.00% to 10.50%) 12,388 5,974 


Total long-term debt $1,015,401 


The company has a medium-term note facility which was established 
as a part of the company’s shelf registrations, permitting issuance of 
up to $100 million in debt securities of which $32 million remain 
available. Securities issued under this medium-term note facility 
would have maturities ranging from more than one year up to 30 
years. The company also has an additional $300 million remaining on 
shelf registrations filed with the Securities and Exchange Commission. 

In October 1992, Pitney Bowes Credit Corporation (“PBCC”) 
filed a $500 million shelf registration statement with the Securities 
and Exchange Commission. As pari of the recently filed shelf regis- 
tration, PBCC expects to establish a medium-term note facility per- 
mitting issuance of up to $150 million in debt securities having 
maturities ranging from nine months to 30 years. 

The annual maturities of the outstanding debt during each of the 
next five years are as follows: 1993, $141.0 million; 1994, $806.5 mil- 
lion: 1995, $70.0 million; 1996, $81.8 million and 1997, $151.2 million. 

Under terms of their senior and subordinated loan agreements, 
certain of the finance operations are required to maintain earnings 
before taxes and interest charges at prescribed levels. With respect 
to such loan agreements, the company will endeavor to have these 
finance operations maintain compliance with such terms and, under 
certain loan agreements, is obligated, if necessary, to pay to these 
finance operations amounts sufficient to maintain a prescribed ratio 
of income available for fixed charges. The company has not been 
required to make any such payments to maintain income available 
for fixed charge coverage. The company does not guarantee pay- 
ment of any of the finance operations’ obligations. 


6. Capital stock and capital in excess of par value 


On May 11, 1992, the company’s stockholders voted to amend the 
Restated Certificate of Incorporation to increase the number of 
authorized common shares from 120,000,000 to 240,000,000 shares. 
This action effected a two-for-one split of the company’s common 
stock as previously approved by the company’s board of directors 


and, accordingly, all previously reported common share and per 
common share data has been restated. 

At December 31, 1992, 240,000,000 shares of common stock, 
600,000 shares of preferred stock, and 5,000,000 shares of prefer- 
ence stock were authorized, and 157,174,739 shares of common 
stock (net of 4,494,217 shares of treasury stock), 2,146 shares of pre- 
ferred stock and 116,734 shares of preference stock were issued and 
outstanding. The balance of unreserved and unissued preferred 
stock (597,854 shares) and preference stock (4,883,266 shares) may 
be issued in the future by the board of directors, which will deter- 
mine the dividend rate, terms of redemption, terms of conversion (if 
any) and other pertinent features. Unreserved and unissued com- 
mon stock (exclusive of treasury stock) at December 31, 1992 
amounted to 65,343,260 shares. 

The preferred stock outstanding, which is entitled to cumulative 
dividends at the rate of $2 per year, is redeemable at the option of 
the company, in whole or in part at any time, at the price of $50 
per share, plus dividends accrued to the redemption date. Each 
share of the cumulative preferred stock is convertible into 12.12 
shares of common stock, subject to adjustment in certain events. 

The $2.12 preference stock is entitled to cumulative dividends 
at the rate of $2.12 per year and is redeemable at the option of the 
company at the rate of $28 per share. Each share of the $2.12 con- 
vertible preference stock is convertible into eight shares of com- 
mon stock, subject to adjustment in certain events. 

At December 31, 1992, an aggregate of 983,890 shares of com- 
mon stock was reserved for issuance upon conversion of the pre- 
ferred stock (26,010 shares) and $2.12 preference stock (957,880 
shares). In addition, 1,822,934 shares of common stock were 
reserved for issuance under the company’s dividend reinvestment 
and other corporate plans. 

Each share of common stock outstanding has attached one prefer- 
ence share purchase right. The rights, which are subject to certain 
anti-dilution adjustments, become exercisable in certain circum- 
stances, after which they will entitle the holder to purchase 1/400 of a 
share of newly created series A junior participating preference stock. 
If, after the rights become exercisable, the company is involved in a 
merger or certain other transactions, the holder will be entitled to buy 
stock in the surviving company at a 50 percent discount. 


7. Stock plans 


Transactions under the company’s stock plans are summarized below: 


Price per 


Common stock Shares share 
January 1, 1991, shares reserved 2,050,668 $ 4-$26 
Shares offered 1991 (price approximates 

market value at date of grant) 1,093,084 $25-$30 
Shares issued 1991 (856,280) $ 4-$30 
Shares canceled 1991 (92,410) $21-$30 
December 31, 1991, shares reserved 2,195,062 $ 4-$30 
Shares offered 1992 (price approximates 

market value at date of grant) 1,041,175 $29-$38 
Shares issued 1992 (817,303) $ 4-$38 
Shares canceled 1992 (131,170) $24-$31 
December 31, 1992, shares reserved 2,287,704 $ 7-$36 


Of the common shares reserved at December 31, 1992, options 
for 861,679 are exercisable. At December 31, 1992, there remain 
2,211,199 common shares for which rights to purchase may be 
granted under the stock purchase plans. In addition, stock-based 
awards representing up to 5,081,997 common shares may be 
granted under other stock plans. 
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8. Taxes on income 


In the fourth quarter of 1992, the company adopted Statement of 
Financial Accounting Standards No. 109, “Accounting for Income 
Taxes” (FAS 109), effective retroactively to January 1, 1992. FAS 109 
superseded Statement of Financial Accounting Standards No. 96, 
“Accounting for Income Taxes” (FAS 96), which was adopted by 
the company as of January 1, 1989. Application of FAS 109 required 
no cumulative effect adjustment primarily due to the company’s 
previous use of the liability method of accounting for income taxes 
prescribed by FAS 96, The adoption of this new standard had no 
significant effect on the company’s tax provision for 1992. 

In accordance with FAS 109, the deferred tax provision was 
determined under the liability method. Deferred tax assets and lia- 
bilities were recognized based on differences between the book 
and tax bases of assets and liabilities using presently enacted tax 
rates. The provision for income taxes is the sum of the amount of 
income tax paid or payable for the year as determined by apply- 
ing the provisions of enacted tax laws to the taxable income for 
that year and the net change during the year in the company’s 
deferred tax assets and liabilities. 

Income from continuing operations before income taxes and 
the provision for income taxes consist of the following: 


Years ended December 31 1992 1991 1990, 


Income from continuing operations 
before income taxes: 


US. $400,509 $346,939 $227,051 
Outside the U.S. 94,843 114,650 100,593 
Total $495,352 $461,589 $327,644 
Provision for income taxes: 
U.S. federal: 
Currently payable $ 66,703 $ 58,322 $ 43,874 
Investment tax credit = (986) (2,812) 
Deferred 50,057 43 678 18,821 
116,760 101,014 59,883 
U.S. state and local: 
Currently payable 16,556 10,444 5,936 
Deferred 5519 18,097 12,393 
32,088 28,541 18,329 
Outside the U.S.: 
Currently payable 32,536 41,704 42,258 
Deferred 1,800 2,471 55) 
34,336 44.175 42,783 
Total currently payable 115,795 109,484 89,256 
Total deferred 67,389 64,246 31,739 
Total $183,184 $173,730 $120,995 


The Tax Reform Act of 1986 rescinded the investment tax credit 
effective January 1, 1986. However, certain investment tax credits 
were allowable under transitional rules. 


Deferred tax liabilities and (assets) 


December 31 1992 1991 
Deferred tax liabilities: 
Depreciation $ 40,229 $ 43,023 
Deferred profit (for tax purposes) on sales 
to finance subsidiaries 256,077 225,700 
Lease revenue and related depreciation 510,599 469,140 
Other 19,935 11,346 
Gross deferred tax liabilities 826,840 749,209 
Deferred tax assets: 
Nonpension postretirement benefits (150,101) - 
Pension liability (26,213) (26,281) 
Inventory and equipment capitalization (2225) (20,315) 
Foreign net operating loss carryforwards (29,305) ~ 
Alternative minimum tax (AMT) 
credit carryforwards (84,884) (84,884) 
Other (53,419) (54,986) 
Valuation allowance 28,800 ~ 
Gross deferred tax assets (336,407) (186,466) 
Total $ 490,433 $ 562,743 


Total deferred taxes include $153.5 million and $72.8 million 
for 1992 and 1991, respectively, of current deferred taxes which are 
included in income taxes payable in the Consolidated Balance Sheet. 

Upon adoption of FAS 109, the company recorded a deferred tax 
asset representing the tax benefit of foreign net operating loss carry- 
forwards. This treatment was previously prohibited under FAS 96. 
However, such deferred tax asset was largely reduced by a valuation 
allowance and a minimal tax benefit thus recognized. Approximately 
$59.0 million of foreign net operating loss carryforwards were avail- 
able at December 31, 1992. These losses as well as the company’s 
alternative minimum tax credit can be carried forward indefinitely. 

A reconciliation of the U.S. federal statutory rate to the company’s 
effective tax rate follows: 


Percent of pretax income 1992 1991 1990 
USS. federal statutory rate 34.0% 34.0% 34.0% 
Investment tax credit - (0.2) (0.9) 
State and local income taxes 43 4.1 Shi) 
Foreign taxes in excess of 

USS. federal rate 0.4 ile 2.6 
Research and development 

credits and other (GL) (1.4) (2.5) 
Effective income tax rate 37.0% 37.6% 36.9% 


9. Retirement plans 


The company has several defined benefit and defined contribution 
pension plans covering substantially all employees worldwide. 
Benefits are primarily based on employees’ compensation and 
years of service. Company contributions are determined based on 
the funding requirements of U.S. federal and other governmental 
laws and regulations. 

Total pension expense amounted to $44.8 million in 1992, $33.1 
million in 1991 and $27.4 million in 1990. Net pension expense for 
defined benefit plans for 1992, 1991 and 1990 included the follow- 
ing components: 


United States Foreign 
1992 1991 1990 1992 1991 1990 
Service cost — benefits earned during period $ 27,319 $ 25,843 $ 22,042 $ 6,913 $ 7,943 $ 8,664 
Interest cost on projected benefit obligations 56,133 46,452 42,391 10,005 9.736 9 438 
Actual return on assets (37,861) (100,173) Ayosy? (2,084) QiZ11) 12,543 
Net (deferral) and amortization (11,085) 55,308 (54,585) (10,978) 8,092 (26,543) 
Net periodic defined benefit pension expense $ 34,506 $ 27,490 $ 22,100 $ 3,256 $ 4,560 $ 4,102 
The funded status at December 31, 1992 and 1991 for the company’s defined benefit plans was: 
United States Foreign 
1992 1991 1992 1991 
Actuarial present value of: 
Vested benefits $442,606 $380,715 $ 85,619 $ 95,911 
Accumulated benefit obligations $495,766 $428,404 $ 85,063 $ 95,709 
Projected benefit obligations $707,085 $607,380 $107,970 $121,244 
Plan assets at fair value, primarily stocks and bonds, adjusted by: 584,078 536,791 112,289 135,094 
Unrecognized net loss (gain) ep 5,070 (1,003) (5,256) 
Unrecognized net asset (26,506) (29,961) (23,160) (29,695) 
Unamortized prior service costs from plan amendments 35,807 18,309 11,551 8,808 
628,916 530,209 99,677 109,011 
Net pension liability $ 78,769 $ 77,171 $ 8,293 $ 12,233 
Assumptions for defined benefit plans*: 
Discount rate 8.50% 8.50% 8.0%-9.5% 7.0%-9.5% 
Rate of increase in future compensation levels 6.00% 6.00% 4.0%-7.0% 4.0%-7.0% 
Expected long-term rate of return on plan assets 9.50% 9.50% 8.5%-10.0% 8.5%-10.0% 


*Pension costs are determined using assumptions as of the beginning of the year while the funded status of the plans is determined using assumptions as of the end of the year 
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10. Nonpension postretirement and postemployment 
benefits 


The company provides certain health care and life insurance bene- 
fits to eligible retirees and their dependents. It is the company’s 
practice to fund amounts for these nonpension pcestretirement 
benefits, primarily health care, as incurred. Substantially all of the 
company’s U.S. and Canadian employees become eligible for 
retiree health care benefits after reaching age 55 and with the 
completion of the required service period. 

In the fourth quarter of 1992, the company adopted Statement 
of Financial Accounting Standards No. 106, “Employers’ Accounting 
for Postretirement Benefits Other Than Pensions” (FAS 106). This 
statement requires that the cost of these benefits be recognized 
over the period the employee provides credited service to the com- 
pany rather than recognized on a cash basis, when incurred. 

The transition effect of adopting FAS 106 on the immediate 
recognition basis has been retroactively reflected as of January 1, 
1992, as a one-time, after-tax charge of $214.6 million (net of 
approximately $139.7 million of income taxes), or $1.35 per share. 
Application of this new standard resulted in additional 1992 annual 
expenses, which totaled $26.0 million before taxes and $15.6 mil- 
lion after taxes, or $0.10 per share. Previously reported 1992 quar- 
terly results have been restated to reflect the adoption of FAS 106. 
Subsequent to December 31, 1992, the company announced cer- 
tain changes to its health care plans, including plan cost maxi- 
mums, which should significantly reduce the ongoing incremental 
impact of FAS 106 on future earnings. 

Net nonpension postretirement benefit costs consisted of the 
following components: 


Year ended December 31 1992 
Service cost-benefits earned during the period $12,554 
Interest cost on accumulated postretirement benefit obligations 28,035 
Net periodic postretirement benefit costs $40,589 


Prior to the company’s adoption of FAS 106, net nonpension 
postretirement benefit costs for 1991 and 1990 were $11.9 million 
and $9.7 million, respectively. 

The company’s nonpension postretirement benefit plans are 
not funded. The status of the plans was as follows: 


December 31 1992 


Accumulated postretirement benefit obligations: 
$168,024 
Fully eligible active plan participants 43,187 


Retirees and dependents 


Other active plan participants 169,123 


Accrued nonpension postretirement benefits $380,334 


The assumed health care cost trend rate used in measuring the 
accumulated postretirement benefit obligations was 14% in 1992 grad- 
ually declining to 6% by the year 2000 and remaining at that level 
thereafter. A one-percentage-point increase in the assumed health 
care cost trend rate for each year would increase the accumulated 
postretirement benefit obligations as of December 31, 1992 by 16% 
and the net periodic postretirement health care cost for 1992 by 19%. 

The assumed discount rate used in determining the accumu- 
lated postretirement benefit obligations was 8.5%. 

In November 1992, Statement of Financial Accounting Standards 
No, 112, “Employers’ Accounting for Postemployment Benefits” (FAS 
112), was issued addressing benefits provided by an employer to for- 
mer or inactive employees after employment but before retirement. 
FAS 112 requires that postemployment benefit costs be recognized on 
the accrual basis of accounting effective for fiscal years beginning 
after December 15, 1993. Postemployment benefits include the con- 


tinuation of salary, health care, life insurance and disability-related 
benefits to former or inactive employees, their beneficiaries and coy- 
ered dependents. The company has not yet determined the effect of 
this standard on its results of operations or financial condition. The 
company will adopt FAS 112 by January 1, 1994, as required. 


11. Discontinued operations 


In July 1992, the company sold its Wheeler Group Inc. (“Wheeler”) 
subsidiary for approximately $80 million in cash to a group consist- 
ing of the subsidiary’s management and Butler Capital Corporation. 
As part of the transaction, the company also invested $4 million in 
preferred stock with warrants to purchase up to 16 percent of the 
common stock of the new entity. The sale resulted in a gain of $2.7 
million, net of $13.5 million of income taxes. 

The Wheeler divestiture was expected to result in a gain at 
closing, accordingly, the 1992 quarterly seasonal losses Wheeler 
incurred on $25.9 million of revenue for the seven months ended 
July 31, 1992 were deferred and offset against the gain on the sale. 
Summary results of Wheeler's operations prior to 1992, which have 
been classified separately, were as follows: 


Years ended December 31 1991 1990 
Revenue $70,284 $71,434 
Income before income taxes $12,230 $11,008 
Provision for income taxes 4,790 4,362 
Net income $ 7,440 $ 6,646 


12. Nonrecurring charges 


In December 1989, the company announced a series of transition 
initiatives designed to improve the company’s competitiveness, 
enhance business focus and allow for the transition to a new gen- 
eration of advanced systems products. In support of these initia- 
tives, the company recorded a one-time, pretax charge of $110 
million against fourth-quarter 1989 earnings. The three-year transi- 
tion program included a reduction in the company’s worldwide 
workforce approximating 1,500 positions, a change of employee 
skill mix, a reduction in the number of product distribution centers 
and a streamlining of administrative systems and equipment serv- 
ice organizations. The company also established a dedicated U.S. 
copier division responsible for sourcing, selling, marketing, servic- 
ing and supporting the company’s copier products. 

In September 1990, the company changed its copier marketing 
strategy and announced plans to discontinue the remanufacture of 
used copier equipment. The copier organization now concentrates 
on new, higher-margin copiers consistent with its marketing strategy 
directed at serving large corporations and multi-unit installations. 
Due to this change in strategy and the resultant discontinuance of 
the equipment remanufacturing process, the company adjusted the 
estimated useful life of copiers from five years to three years and 
established a reserve for the disposal of copiers which previously 
would have been remanufactured, employee severance payments 
and facility closing costs. The aggregate one-time, pretax charge 
against 1990 third-quarter earnings was $86.5 million. 


13. Commitments and contingencies 


At December 31, 1992, the company’s finance subsidiaries had 
unfunded commitments of $28.2 million to extend credit to cus- 
tomers. Since many of the commitments are expected to expire 
without being drawn upon, the total commitment amount does not 
necessarily represent future liquidity requirements. The company 
evaluates each customer's credit worthiness on a case-by-case 
basis. Upon extension of credit, the amount and type of collateral 


obtained, if deemed necessary by the company, is based on man- 
agement’s credit assessment of the customer, Fees received under 
the agreements are recognized over the commitment period. 

The company is a defendant in a number of lawsuits, none of 
which will, in the opinion of management and legal counsel, have 
a material adverse effect on the company’s financial position or 
results of operations. 


14. Leases 


In addition to factory and office facilities owned, the company 
leases similar properties, as well as sales and service offices, 
equipment and other properties, generally under long-term lease 
agreements extending from three to 25 years. Certain of these 
leases have been capitalized at the present value of the net lease 
payments at inception. Amounts included under liabilities repre- 
sent the present value of remaining lease payments. 

Future minimum lease payments under both capital and 
operating leases as of December 31, 1992 are as follows: 


Capital Operating 
Years ending December 31 leases leases 
1993 $ 6,935 $ 72,746 
1994 6,543 54,977 
199) 6,184 36,361 
1996 5,897 21,429 
1997 Sy IS y2 15,606 
Later years 33,409 67,278 
Total minimum lease payments 64,120 $268,397 
Less amount representing interest (28,800) 
Present value of net 
minimum lease payments $ 35,260 


Rental expense was $115.0 million, $110.3 million and $101.0 
million in 1992, 1991 and 1990, respectively. 


15. Financial services 


The company has several consolidated finance operations which 
are engaged in lease financing of the company’s products as well 
as other commercial and industrial transactions in the U.S., 
Canada, the U.K., Germany, France and Australia. Condensed 
financial data for the consolidated finance operations follows: 


Condensed summary of operations 


Years ended December 31 1992 1991 1990 
Revenue $633,351 $613,716 $547,814 
Costs and expenses 230,608 205,946 159,839 
Interest, net 201,421 229,683 227,636 

Total expenses 432,029 435,029 387,475 
Income before income taxes 201,322 178,087 160,339 
Provision for income taxes 69,954 61,284 53,837 


Income before effect of a 
change in accounting for 
nonpension postretirement ; 
benefits 131,368 116,803 106,502 
Effect of a change in accounting 
for nonpension postretirement 


benefits (1,866) - = 


Net income $129,502 $116,803 $106,502 


Condensed balance sheet at December 31 1992 199] 
Cash and cash equivalents $ 6,563 $ 20,678 
Finance receivables, net 980,392 983,052 
Other current assets and 

prepayments 33,778 56,766 

Total current assets 1,020,733 1,060,496 
Long-term finance receivables, net 2,901,393 2,768,220 
Investment in leveraged leases 277,059 200,326 
Other assets 163,960 112,565 
Total assets $4,303,745 $4,141,607 
Accounts payable and 

accrued liabilities $ 305,448 $ 272,537 
Income taxes payable 133,783 58,823 
Notes payable and current portion 

of long-term obligations 1,852,926 1,879,182 

Total current liabilities 2,292, loi 2,210,542 
Deferred taxes on income 194,937 247,939 
Long-term debt 1,112,396 1,007,527 
Other noncurrent liability 3,076 - 


Total liabilities 3,603,166 3,466,008 


Equity 760,579 675,599 


Total liabilities and equity $4,363,745 $4,141,607 


Finance receivables are generally due in monthly, quarterly or 
semi-annual installments over periods ranging from three to seven 
years. In addition, 23 percent of the company’s net finance receiv- 
ables represent secured commercial and private jet aircraft transac- 
tions with lease terms ranging from five to 24 years. Maturities of 
gross finance receivables and notes payable for the finance opera- 
tions are as follows: 


Gross finance Notes payable and 


Years ending December 31 receivables subordinated debt 


195) $1,393,141 $1,852,926 
1994 1,032,941 54,089 
1995 TNS) 60,966 
1996 395,847 $1,834 
1997 205,613 151,163 
Thereafter 1,154,035 764.344 
Total $4,904,296 $2,905,322 


Finance operations’ net purchases of Pitney Bowes equipment 
amounted to $524.4 million, $499.9 million and $480.5 million in 
1992, 1991 and 1990, respectively. The components of net finance 
receivables were as follows: 


December 31 1992 1991 


Gross finance receivables $ 4,904,296 $ 4,812,322 


Residual valuation 477,467 419.354 
Initial direct cost deferred 64,004 57,589 
Allowance for credit losses (96,975) (88,703) 


Unearned income (1,467,607) (1,449,290) 


Net finance receivables $ 3,881,785 $ 3,751,272 


The company has sold net finance receivables with varying 
amounts of recourse in privately-placed transactions with third- 
party investors. The uncollected principal balance of receivables 
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sold and residual guarantee contracts totaled $551.0 million and 
$589.1 million at December 31, 1992 and 1991, respectively. These 
contracts are supported by the underlying equipment value and 
credit worthiness of customers, Adequate provisions have been 
made for sold receivables which may be uncollectible. 

The company has invested in various types of equipment 
under operating leases; the net investment at December 31, 1992 
and 1991 was not significant. 


16. Business segment information 


For a description of the company’s segments and financial informa- 
tion relating to revenue, operating profit and identifiable assets by 
business segment for the years 1992, 1991 and 1990, see “Segments” 
on page 22. That information is incorporated herein by reference. 
The information set forth below should be read in conjunction 
with such information. Operating profit of each segment is deter- 
mined by deducting from revenue the related costs and operating 
expenses directly attributable to the segment. Segment operating 
profit excludes general corporate expenses, which amounted to 
$88.3 million in 1992, $85.6 million in 1991 and $72.7 million in 
1990, income taxes and net interest other than that related to the 
financial services segment. With respect to geographic areas, oper- 
ating profit is shown before elimination of changes in intercom- 
pany profit levels which increased such profits by $1.7 million in 
1992, $2.3 million in 1991, and $2.7 million in 1990. Additional seg- 
ment information is as follows: 


Years ended December 31 1992 1991 1990 


Depreciation and 
amortization: 


Business equipment $205,178 $196,466 $193,310 
Business supplies 
and services 12,202 11,944 10,786 
Financial services 19,875 WE259) 10,080 
Total $237,255 $225,069 $214,176 
Net additions to property, 
plant and equipment 
and rental equipment 
and related inventories: 
Business equipment $189,193 $203,758 $202,101 
Business supplies 
and services 8,350 10,552 10,220 
Financial services 1,958 32,006 55,328 
Total $199,501 $246,316 $267,049 


Identifiable assets are those used in the company’s operations 
in each segment and exclude cash and cash equivalents and short- 
term investments. Identifiable assets of geographic areas include 
intercompany profits on inventory and rental equipment trans- 
ferred between segments and intercompany accounts. A reconcili- 
ation of identifiable assets to consolidated assets is as follows: 


December 31 1992 1991 
Identifiable assets by geographic area $6,496,614 $6,116,794 
Inter-area profits (19,684) (18,223) 
Intercompany accounts (178,045) (29,055) 
Identifiable assets by industry segment 6,298,285 6,068,916 
Cash and cash equivalents and 

short-term investments 73,059 118,471 
General corporate assets 127,408 133,398 
Discontinued operations - S95) 


Consolidated assets $6,498,752 $6,380,580 


17. Fair value of financial instruments 


The following methods and assumptions were used to estimate 
the fair value of each class of financial instruments: 


Cash, cash equivalents, short-term investments, accounts 
receivable, accounts payable and notes payable. The carrying 
amounts approximate fair value because of the short maturity of 
these instruments. 


Investment securities. The fair value of investment securities is 
estimated based on quoted market prices, dealer quotes and other 
estimates. 


Loan receivables. The fair value of loan receivables is estimated 
based on quoted market prices, dealer quotes or by discounting 
future cash flows using current interest rates at which similar loans 
would be made to borrowers with similar credit ratings. 


Long-term debt. The fair value of long-term debt is estimated 
based on quoted dealer prices for the same or similar issues. 


Interest rate swap and swap option agreements and foreign 
currency exchange contracts. The fair values of interest rate 
swaps, swap options and foreign currency exchange contracts are 
obtained from dealer quotes. These values represent the estimated 
amount the company would receive or pay to terminate the agree- 
ments taking into consideration current interest rates, the credit 
worthiness of the counterparties and current foreign currency 
exchange rates. 


Residual and conditional commitment guarantee contracts. 
The fair value of residual and conditional commitment guarantee 
contracts is based on the projected fair market value of the collat- 
eral as compared to the guaranteed amount plus a commitment 
fee generally required by the counterparty to assume the guarantee. 


Commitments to extend credit. The fair value of commitments 
to extend credit is estimated by comparing current market condi- 
tions taking into account the remaining terms of existing agree- 
ments and present credit worthiness of the counterparties. 
Transfer of receivables with recourse. The fair value of the 
recourse liability represents the estimate of expected future losses. 
The company periodically evaluates the adequacy of reserves and 
estimates of expected losses, if the resulting evaluation of 
expected losses differs from the actual reserve, adjustments are 
made to the reserve. 


The estimated fair value of the company’s financial instruments is 
as follows: 


Carrying Fair 
December 31, 1992 value* value 
Investment securities $17,381 $17,445 
Loan receivables $180,850 $185,953 
Long-term debt $1,185,728) $1,231,980) 
Interest rate swaps $5,858) $(45,202) 
Interest rate swap options $(10,998) $(10,998) 
Foreign currency exchange contracts $76 $1,056 
Residual and conditional commitment 
guarantee contracts $(2,431) $(3,092) 


Commitments to extend credit $(61) $(2,166) 
Transfer of receivables with recourse $11,141) $11,141) 


*Carrying value includes accrued interest and deferred fee income. 


18. Quarterly financial data (unaudited) 


Summarized quarterly financial data (in millions of dollars, except 
for per share data) for 1992 and 1991 follows: 


Three Months Ended 


1992" March 31** June 30 Sept. 30 ~—- Dec. 31 
Total revenue $811 $834 $861 $928 
Cost of sales and rentals 

and financing $ 293 $302 $314 $335 
Income from continuing 

Operations $ 67 $ 74 $ 70 $ 95 
Discontinued operations - = 3 = 


Effect of a change in 
accounting for nonpension 


postretirement benefits (@15) - - ~ 
Net income $(148) $ 74 $ 79 $ 95 
Income per common and 
common equivalent share: 
Continuing operations $ .42 $ .46 $48 $ .60 
Discontinued operations = = 02 - 
Effect of a change in 
accounting for nonpension 
postretirement benefits (1.35) - - ~ 
Net income $ (93) $ 46 $ .50 $ .60 
Three Months Ended 
1991** March 31 June 30 Sept. 30 iDJEe; iil 
Total revenue $808 $804 $814 $906 
Cost of sales and rentals 
and financing $277 $279 $293 $329 
Income from continuing 
operations $ 67 $ 68 $ 70 $ 83 
Discontinued operations - - 2 5 
Net income $ 07 $ 68 $ 72 $ 88 
Income per common and 
common equivalent share: 
Continuing operations $43 $ .42 $ .44 $ 51 
Discontinued operations = = O1 04 
Net income $ .43 $ .42 $ .45 >) 


*Restated to reflect a change in accounting principle (see note 10). 
Restated to reflect two-for-one stock split. 


Report of Independent Accountants 


Price Waterhouse @ 


To the Stockholders and Board of Directors of Pitney Bowes Inc.: 


In our opinion, the accompanying consolidated balance sheet and 
the related consolidated statements of income, of stockholders’ 
equity and of cash flows present fairly, in all material respects, the 
financial position of Pitney Bowes Inc. and its subsidiaries at 
December 31, 1992 and 1991, and the results of their operations 
and their cash flows for each of the three years in the period 
ended December 31, 1992, in conformity with generally accepted 
accounting principles. These financial statements are the responsi- 
bility of the company’s management, our responsibility is to 
express an opinion on these financial statements based on our 
audits. We conducted our audits of these statements in accordance 
with generally accepted auditing standards which require that we 
plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements, assessing 
the accounting principles used and significant estimates made by 
management, and evaluating the overall financial statement pre- 


sentation. We believe that our audits provide a reasonable basis for 


the opinion expressed above. 


As discussed in note 10 to the consolidated financial statements, 


the company elected to adopt a new accounting standard for 
postretirement benefits other than pensions in 1992. 


Stamford, Connecticut 
February 1, 1993 


39 


40 


Directors and Officers 


Directors 


Linda G. Alvarado 
President 

Alvarado Construction, Inc. 
commercial and industrial 
general contractor 


William E. Butler 

Chairman and 

Chief Executive Officer 
Eaton Corporation 
manufacturer of engineered 
products serving automotive, 
industrial, commercial and 
defense markets 


Colin G. Campbell 
President 
Rockefeller Brothers Fund 


John C. Emery, Jr. 

Vice Chairman of 

The Robbins Company, and 
former Chairman, President 
and Chief Executive Officer 
Emery Air Freight Corporation 


George B. Harvey 
Chairman, President and 
Chief Executive Officer 
Pitney Bowes Inc. 


Charles E. Hugel 

Retired Chairman and 

Chief Executive Officer 
Combustion Engineering, Inc. 
principal products are power 
generation, and process equipment 
and systems 


David T. Kimball 

Retired Chairman and 

Chief Executive Officer 

General Signal Corporation 
manufacturer of instrumentation 
and control systems and industrial 
equipment 


Leroy D. Nunery 

Director, Merchant Banking 
Group, and Sector Head 

of Public Finance 

Swiss Bank Corporation 
major international bank 


Phyllis Shapiro Sewell 
Retired Senior Vice President 


Federated Department Stores, Inc. 


retailer 


Arthur R. Taylor 

President, Muhlenberg College, 
and Chairman 

Arthur Taylor & Co. 

investment firm 


Julia M. Walsh 


Managing Director 
Tucker Anthony, Inc. 
investment firm 


Corporate officers 


George B. Harvey 
Chairman, President and 
Chief Executive Officer 


Carmine F. Adimando 
Vice President—Finance and 
Administration, and Treasurer 


Marc C. Breslawsky 
President 
Pitney Bowes Office Systems 


John J. Canning 


President 
Pitney Bowes Financial Services 


Michael J. Critelli 

Vice President, Secretary and 
General Counsel, and 

Chief Personnel Officer 


Steven J. Green 
Vice President-Controller 


John T. Herbert 
Vice President—Facilities 
and Operations Services 


Hiro R. Hiranandani 
President 
Pitney Bowes Mailing Systems 


Paul Reece 
Vice President-Operations and 
Technology 


Douglas A. Riggs 

Vice President-Corporate Planning, 
Communications and 

External Affairs 


Carole F. St. Mark 

President 

Pitney Bowes Logistics Systems 
and Business Services 


In 1992 Donald W. Davis retired 
Jrom the Pitney Bowes board of 
directors. Mr. Davis, Chairman of 
the Executive Committee and former 
Chairman and Chief Executive 
Officer of The Stanley Works, has 
been a director of Pitney Bowes since 
1977. Mr. Davis has contributed 
greatly to the growth and success of 
this company over the last 15 years, 
and the Pitney Bowes board of 
directors wishes to thank Mr. Davis 
Jor the excellent advice and 
guidance he has provided to the 
company. 


Stockholder Information © 


World headquarters 


PITNEY BOWES INC 

1 ELMCROFT RD 
STAMFORD CT 06926-0700 
(203) 356-5000 


Annual meeting 


Stockholders are cordially invited to 
attend the 1993 Annual Meeting at 
10 a.m., Monday, May 10, 1993, at 
Pitney Bowes World Headquarters in 
Stamford, Connecticut. A notice of 
the meeting, proxy statement and 
proxy will be mailed to each stock- 
holder under separate cover. 


10-K report 


The Form 10-K report, to be filed 

by Pitney Bowes with the Securities 
and Exchange Commission, will pro- 
vide certain additional information. 
Stockholders may obtain copies of this 
report without charge by writing to: 


MSC 6140 

INVESTOR RELATIONS 
PITNEY BOWES INC 

1 ELMCROFT RD 
STAMFORD CT 06926-0700 


Stock exchanges 


Pitney Bowes common stock is traded 
under the symbol “PBI.” It is listed on 
the New York Stock Exchange and 
traded on the New York, Midwest, 
Philadelphia and Boston exchanges. 


Comments 


Comments concerning the Annual 
Report should be addressed to: 


MSC 6309 

DIRECTOR 

INVESTOR COMMUNICATIONS AND 
ADVERTISING 

PITNEY BOWES INC 

1 ELMCROFT RD 

STAMFORD CT 06926-0700 


Stockholder inquiries 


Communications by common, prefer- 
ence and preferred stockholders con- 
cerning stock certificates, dividends or 
address changes should be sent to the 


company’s registrar and transfer agent: 


SHAREHOLDER RELATIONS DEPT 
CHEMICAL BANK 

PO BOX 24945 

NEW YORK NY 10249-0018 


Stockholders may call 

Chemical Bank at: 

(800) 648-8170 or 

Pitney Bowes Stockholder 
Services at: 

(203) 351-6088 


Investor inquiries 


All investor inquiries about Pitney 
Bowes should be addressed to: 


MSC 6140 

INVESTOR RELATIONS 
PITNEY BOWES INC 

1 ELMCROFT RD 
STAMFORD CT 06926-0700 


Transfer agent, registrar, 
dividend reinvestment 
agent and successor 
rights agent 


Common, preference and 
preferred stock: 


EQUITY SERVICES 
CHEMICAL BANK 

450 WEST 33RD ST FL 15 
NEW YORK NY 10001-2697 


Stock information* 


Dividends per common share 


Quarter 102 Eo) 
First $.195 S17 
Second 195 Ly, 
Third 195 Ay 
Fourth 195 gh 
Total $.780 $.68 


Quarterly price ranges of 
common stock 


1992 
Quarter High Low 
First 35 3/16 30 7/8 
Second 33 1/4 28 
Third 46 1/8 28 7/8 
Fourth 4] 32 3/4 

199] 
Quarter High Low 
First 27 3/16 19 
Second S011 / 16" 20:17 16 
Third 32 3/4 28 3/4 
Fourth ell cbiake: eval 


*Restated to reflect two-for-one stock split. 


Trademarks 


ACESS, ADDRESSRIGHT, Customer 
Satisfaction Guarantee, Eagle, Eagle 2, 
Mail Center 2000, Paragon, SPECTRUM, 
STAR, STARPOST and Value Added 
Maintenance System are trademarks or 
service marks of Pitney Bowes Inc. 
Digital Express, Smart Attendant, 
Record Express, Straight Talk Plus and 
Veritrac are trademarks of Dictaphone 
Corporation. Express is a trademark of 
Pitney Bowes Credit Corporation. 
Pathfinder is a trademark of Monarch 
Marking Systems, Inc. 


Design: Benes Communications, Inc. 
Photography: Scott Goodwin 
Printing: Universal 


Printed in the U.S.A. 
© 1993 Pitney Bowes Inc. 
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To the Stockholders: 


Stockholders attending the annual meeting at our World Headquarters 
in Stamford on May 10, 1993, are cordially invited to join us for a 
continental breakfast served from 8 a.m. until the meeting begins at 
10 a.m. 


We look forward to welcoming many stockholders to the meeting and 
will make it as interesting and informative as possible. 


Sincerely yours, 


George B. Harvey 
Chairman and President 


Stamford, Connecticut 
March 30, 1993 


ee ere eee ee 
Notice of Meeting: 


The annual meeting of stockholders of Pitney Bowes Inc. will be held 
on May 10, 1993, at 10 a.m., at the company’s World Headquarters, 
One Elmcroft Road, Stamford, Connecticut. Directions to the Pitney 
Bowes World Headquarters are set forth on the back cover page of the 
Proxy Statement; a map is on the inside back cover. 


The items of business are: 
1. Election of three directors. 
2. Appointment of independent accountants for 1993. 


3. Such other matters as may properly come before the meeting 
or any adjournments thereof. 


All holders of record of Pitney Bowes common stock and $2.12 
convertible preference stock as of the close of business on March 12, 
1993, are entitled to vote at the meeting or any adjournments thereof. 


It is important that all stockholders be represented at the meeting. 
Stockholders are urged to sign and return promptly the enclosed proxy 
in the accompanying envelope, which requires no postage if mailed:in 
the United States. 


Michael J. Critelli 
Vice President, Secretary and General Counsel 
and Chief Personnel Officer 


=< Pitney Bowes 


Proxy Statement 


This statement is furnished in connection with the 
solicitation of proxies by the board of directors of 
Pitney Bowes Inc. (the “‘board’’) for use at the 
annual meeting of stockholders to be held on 

May 10, 1993, and at any adjournment thereof. 
Proxies may be revoked at any time before they are 
voted by submission to the Secretary of the 
company of a written revocation or, in the case of a 
registered stockholder, a later-dated proxy, or by 
the stockholder’s attendance and vote at the annual 
meeting. Each proxy not revoked will be voted at the 
meeting and will be voted in accordance with the 
instructions given in the proxy. The votes of the 
holders of Pitney Bowes common stock and $2.12 
convertible preference stock (‘‘preference stock”’ ) 
will be aggregated for each agenda item. Each share 
of common stock will be entitied to one vote and 
each share of preference stock will be entitled to 
eight votes for each agenda item. 


At the close of business on March 12,1993, the 
record date for the meeting, there were (net of 
treasury shares) 157,139,938 shares of common 
stock outstanding and 116,288 shares of preference 
stock outstanding. 


The company’s headquarters are in Stamford, 
Connecticut 06926-0700. This proxy statement and 
the enclosed proxy are being mailed to stockholders 
on or about March 30, 1993. 


Election of Directors 


Under the company’s Restated Certificate of Incor- 
poration, there are three classes of directors 
numbering as nearly equal in size as possible. Each 
class is elected for a three-year term. 


Four directors, Ms. Alvarado, Mr. Campbell, 
Mr. Hugel and Mrs. Walsh, were elected last year to 
a three-year term expiring in 1995. Mrs. Walsh, 


having attained director’s retirement age, will be 
retiring from the board as of the date of the annual 
meeting. Mr. Butler, Mr. Kimball, Mr. Nunery and 
Mr. Taylor were elected in 1991 to a three-year term 
expiring in 1994. 


Mr. Emery, Mr. Harvey and Mrs. Sewell were elected 
in 1990 to a three-year term expiring in 1993. The 
Nominating and Organization Affairs Committee, 
consisting of three nonemployee directors whose 
names are set out on page 6, recommended and the 
board approved proposing to stockholders the 
reelection of Mr. Emery, Mr. Harvey and Mrs. Sewell 
to three-year terms expiring in 1996. 


Should you choose not to vote for a nominee, you 
may list on the proxy the name of the nominee for 
whom you choose not to vote and mark your proxy 
under Proposal No. 1 for all other nominees. Should 
any nominee become unable to accept nomination 
or election as a director (which is not now 
anticipated), the persons named in the enclosed 
proxy will vote for such substitute nominee as may 
be selected by the board, unless the board reduces 
the number of members of the board below ten 
directors, which is not currently contemplated. The 
affirmative vote of a plurality of the aggregate of 
issued and outstanding shares of Pitney Bowes 
common and preference stock (each share of 
preference stock counting as eight votes of common 
stock) voted in person or by proxy at the annual 
meeting is required to elect directors. 


Information about each nominee for director and 
incumbent director, including the nominee’s or 
incumbent's age as of February 28, 1993, is set forth 
below. Unless otherwise indicated, each nominee or 
incumbent has held his or her present position for at 
least five years. 


NOMINEES FOR ELECTION 
TO TERMS EXPIRING AT THE 1996 ANNUAL MEETING 


John C. Emery, Jr., 68 Vice Chair- 
man of The Robbins Company since 
1991, and former chairman, presi- 
dent and chief executive officer of 
Emery Air Freight Corporation. 
Director since 1974. (Also a director 
of General Housewares Corp.) 


| Phyllis S. Sewell, 62 retired senior 
vice president of Federated De- 
partment StoresInc. an owner of 
department store chains. Director 
since 1987. (Also a director of Lee 
Enterprises, Inc., United States 
Shoe Corporation and Sysco 
Corporation.) * 


George B. Harvey, 61 chairman, 
president and chief executive officer 
of Pitney Bowes Inc. Director since 
1980. (Also a director of Connecti- 
cut Mutual Life Insurance Co., and 
McGraw Hill, Inc., and a trustee of 
Northeast Utilities Inc.) 


Ms. Sewell retired as a senior vice president of Federated 
Department Stores, Inc., in July 1988. Federated filed for 
protection under Chapter 11 of the U.S. Bankruptcy laws on 
January 15, 1990, and emerged from Chapter 11 on Febru- 
ary 5, 1992. 


INCUMBENT DIRECTORS WHOSE TERMS 
EXPIRE AT THE 1995 ANNUAL MEETING 


Linda G. Alvarado, 41, president, 
since 1974, of Alvarado Construc- 
tion, Inc., a Denver-based com- 
mercial and industrial general 
contractor. Director since 1992. 
(Also a director of Cyprus Minerals 
Company, Lennox International, 
Inc., Norwest Banks of Colorado, 
Inc., and Pena Investment Advi- 
sors.) 


IRA 


oe Colin G. Campbell, 57, president of 

_ Rockefeller Brothers Fund, a phil- 
anthropic organization, since 1988. 
Former president of Wesleyan Uni- 
versity from 1970 to 1988. Director 
since 1977. (Also director of Mid- 
dlesex Mutual Assurance Com- 
pany, Hartford Steam Boiler 
Inspection & Insurance Company, 
and Sysco Corporation. ) 


_ Charles E. Hugel, 64, retired chair- 
man and chief executive officer of 

_ Combustion Engineering, Inc., a 
company whose principal products 
are power generation, and process 
equipment and systems, Director 
since 1987. (Also a director of 
Eaton Corporation. ) 


INCUMBENT DiRECTORS WHOSE 


TERMS EXPIRE AT THE 1994 ANNUAL MEETING 


William E. Butler, 61, chairman and 
chief executive officer since 1991 

__ and director of Eaton Corporation, 
manufacturer of engineered prod- 
ucts serving the automotive, indus- 
trial, commercial and defense 
markets. President and chief operat- 
ing officer of Eaton Corporation 
from 1989 to 1991. President-Auto- 
motive Components Group of Eaton 
Corporation from 1979 to 1989. 
Director since 1991. (Also a director 
of Bearings, Inc., Zurn Industries 
and Ferro Corporation. ) 


Leroy D. Nunery, 37, director, 
Merchant Banking Group since 
1993, Swiss Bank Corporation, an 
international bank. Sector head of 
Public Finance, 1991-1993, and vice 
president, Corporate Banking 
Group, 1987-1991, of Swiss Bank 
Corporation. National Board Mem- 
ber since 1983 and former national 
president of the National Black MBA 
Association, Inc. from 1986 to 1989. 
Vice President — Financial Products 
Group of First National Bank of 
Chicago from 1986 to 1987. Director 
since 1991. (Also a trustee of 
Lafayette College, member at large, 
Essex Council, Boy Scouts of 
America, and director of Leroy 
Nunery & Sons, Inc.) 


David T. Kimball, 65, retired chair- 
man and chief executive officer of 
General Signal Corporation, manu- 
facturer of instrumentation and 
control systems and industrial 
equipment. Director since 1983. 


Arthur R. Taylor, 57, chairman of 
Arthur Taylor & Company, an invest- 
ment firm, and since 1992, president 
of Muhlenberg College in Allentown, 
PA. Dean of the faculty of Business, 
Fordham University from 1985 to 
1992. Director since 1982. (Also a 
director of Louisiana Land and Ex- 
ploration Company, Nomura Pacific 
Basin Fund, Inc., Japan OTC Fund, 
Inc., and Jakarta Growth Fund Inc.) 


The board met eight times in 1992. All directors 
attended at least 75 percent of the aggregate of the 
total number of board meetings and the total number 
of meetings held by all board committees on which 
he or she served during 1992. The overall rate of 
attendance at such meetings was 98 percent. 


Committees of the Board of Directors 


Members of the board serve on one or more of the 
following seven committees. 


The Audit Committee, which met four times in 1992 
and is composed entirely of independent directors, 
monitors the financial reporting standards and 
practices of the company and the company’s 
internal financial controls to ensure compliance with 
the policies and objectives established by the board 
of directors. To further the foregoing, the Audit 
Committee, recommends to the board for stock- 
holder approval an independent accounting firm to 
conduct the annual audit, and discusses with the 
company’s independent accountants the scope of 
their examinations with particular attention to areas 
where either the Committee or the independent 
accountants believe special emphasis should be 
directed. The Committee reviews the annual finan- 
cial statements and independent accountants’ re- 
port, invites the accountants’ recommendations on 
internal controls and on other matters, and reviews 
the evaluation given and corrective action taken by 
management. It reviews the independence of the 
accountants and their fees. It also reviews Pitney 
Bowes’ internal accounting controls and the scope 
and results of the company’s internal auditing 
activities and submits reports and proposals to the 
board. Members are Charles E. Hugel, Chairman, 
Colin G. Campbell and Arthur R. Taylor. 


The Corporate Responsibility Committee (formerly 
the Public Policy Committee), which met three times 
in 1992, monitors the company’s policies and 
programs concerning stockholders, customers, em- 
ployees, and the communities in which the company 
operates. The policies and programs that the 
Committee monitors include employee relations, 
investor relations, environmental protection, cus- 
tomer satisfaction, postal and governmental rela- 
tions, employee safety and product safety. Members 
are William E. Butler, Chairman, Linda G. Alvarado, 
George B. Harvey, and Julia M. Walsh. 


The Executive Committee, which did not meet in 
1992, can act, to the extent permitted by Delaware 
corporation law, on all matters concerning manage- 
ment of the business which may arise between 
scheduled board of directors meetings. Its actions 
are subject to approval or revision by the board. 
Members are George B. Harvey, Chairman, Colin G. 
Campbell, John C. Emery, Jr. and Arthur R. Taylor. 


The Executive Compensation Committee, which met 
six times in 1992, is composed entirely of indepen- 
dent nonemployee directors and oversees the 
company’s executive compensation program includ- 
ing establishing the company’s executive compen- 
sation policies and undertaking an annual review of 
all components of compensation to ensure that they 
appropriately achieve the company’s objectives. The 
Committee is also responsible for certain adminis- 
trative aspects of the company’s compensation 
plans (see ‘‘Executive Officer Compensation’) and 
the 1984 Pitney Bowes Employee Stock Purchase 
Plan, and recommends changes in such plans. It 
also establishes performance targets and grants, or 
recommends for grant, incentives in the forms 
permitted under the Pitney Bowes Key Employees 
Incentive Plan, and recommends grants of incen- 
tives under the Pitney Bowes 1991 Stock Plan. 
Grants recommended by the Executive Compensa- 
tion Committee are approved by the independent 
directors of the board. Members are Phyllis S. 
Sewell, Chairman, William E. Butler and David T. 
Kimball. 


The Finance Committee, which met five times in 
1992, reviews the company’s financial condition and 
evaluates significant financial policies and invest- 
ments decisions, advises, management and recom- 
mends financial action to the board. The 
Committee’s duties include monitoring the com- 
pany’s current and projected financial condition and 
reviewing and approving major investment deci- 
sions. Members are Arthur R. Taylor, Chairman, 
Colin G. Campbell, John C. Emery, Jr., George B. 
Harvey, and Leroy D. Nunery. 


The Nominating and Organization Affairs Commit- 
tee (formerly the Organization and Board Affairs 
Committee), which met five times in 1992, recom- 
mends directors for nomination by the board for 


election by stockholders, recommends membership 
and duties of the board committees, reviews 
officers’ potential for growth, and with the chief 
executive officer, is responsible for succession 
planning and ensuring management continuity. The 
committee reviews and evaluates the effectiveness 
of corporate administration and its governing docu- 
ments. The Committee will consider nominees for 
director recommended by stockholders. Stockholder 
recommendations must be in writing addressed to 
the Chairman of the Nominating and Organization 
Affairs Committee, c/o Secretary of the company at 
the address set forth on the cover of this proxy 
statement, and should include a statement describ- 
ing the qualifications and experience of the pro- 
posed candidate and the basis for nomination. 
Members are Colin G. Campbell, Chairman, John C. 
Emery, Jr., Charles E. Hugel, and Phyllis S. Sewell. 


The Retirement Advisory Committee, which met four 
times in 1992 oversees the financial operations of 
the company’s retirement, savings, and post retire- 
ment benefit plans and retirement funds to ensure 
that plan liabilities are adequately funded and plan 
assets prudently managed. The Committee recom- 
mends for approval by the board the establishment 
of new plans and any amendments that materially 
effect cost, benefit coverages, or liabilities of the 


plans. With respect to major retirement plans, the 
Committee appoints and removes plan trustees and 
investment managers, sets the managers’ invest- 
ment return objectives, and approves contributions 
to such plans. It reports to the board on the 
operations of all plans and the management of funds | 
established thereunder. Members are David T. | 
Kimball, Chairman, Linda G. Alvarado, Leroy D. 
Nunery and Julia M. Walsh. 


Security Ownership of Directors And Ex- 
ecutive Officers 


The following table sets forth, as of March 12, 1993, | 
the number of shares of common stock held by each | 
director, each nominee for director, each of the five 
executive officers named in the Summary Compen- 
sation Table (Table!) on page 10 and all directors 
and (eleven) executive officers as a group. The 
directors and executive officers as a group are 
beneficial owners of less than one percent of the 
aggregate shares of common stock and preference 
stock. The company is not aware of any person or 
group of persons who are beneficial owners of more | 
than five percent of any class of the company’s 
voting securities. 


SECURITY OWNERSHIP 


Options 
Shares Deemed Exercisable 
: to be Beneficially Within 
Title of Class of Stock Name of Beneficial Owner Owned (a) (b) 60 Days(d) 
Common Linda G. Alvarado 1,400 —_ 
Common William E. Butler 1,800 —_— 
Common Colin G. Campbell 5,600 _ 
Common John C. Emery, Jr. 9,263 —_ 
Common George B. Harvey 308,280 228,384 
Common Charles E. Hugel 1,800 _— 
Common David T. Kimball 20,800 — 
Common Leroy D. Nunery 818 — 
Common Phyllis S. Sewell 4,800 — 
Common Arthur R. Taylor 7,554 — 
Common Julia M. Walsh (c) 2,800 — 
Common Carmine F. Adimando 35,956 37,000 
Common Marc C. Breslawsky 59,131 76,050 
Common Hiro R. Hiranandani 59,400 49,450 
Common Carole F. St. Mark 29,368 38,200 
Common All executive officers and directors 
as a group (21) 548,770 429,084 


(a) Some of the holdings shown include shares required to be reported as beneficially owned by the 
directors or executive officers as to which such persons disclaim beneficial ownership. The number of 
common shares so held are 28,000 in the case of Mr. Harvey, 4,800 in the case of Mr. Campbell, and 
33,299 in the case of all executive officers and directors as a group. 

(b) The shares beneficially owned by any director or executive officer, or by all directors and executive 
officers as a group, represent in each case less than one percent of the class. 


(c) Mrs. Walsh is retiring from the board as of May 10, 1993. 


(d) Shares that the executive officer has the right to acquire beneficial ownership of within 60 days 
pursuant to outstanding stock options which would require the payment of substantial amounts to cover 
the exercise price of such options. See footnote (1) to Table IIl on page 12. 


- DIRECTORS’ COMPENSATION 


Director’s Fees. |n 1992 directors (other than 

Mr. Harvey) received a fee of $24,000 per year. In 
addition, each director (other than Mr. Harvey) 
received $1,100 for each board and committee 
meeting attended. Directors were also reimbursed 
for their out-of-pocket expenses incurred in attend- 
ing board and committee meetings. Directors may 
elect to defer receipt of fees, in which event they 
receive interest on the amount deferred at the rate 
then payable on Standard & Poors AA-rated bonds. 


Directors’ Stock Plan. At the 1991 annual meeting, 
stockholders adopted a Directors’ Stock Plan pursu- 
ant to which each nonemployee director is granted 
400 shares (adjusted to reflect the 1992 two-for-one 
stock split) of Pitney Bowes restricted common 
stock annually as part of his or her compensation. 
On May 11, 1992, an aggregate of 2,000 such shares 
was awarded, with each of the ten nonemployee 
directors then serving receiving 200 shares of 
restricted common stock. The shares carry full 
voting and dividend rights but may not be trans- 
ferred or alienated until the later of (1) termination 


of service as a director, or, if earlier, the date of a 
change of control or (2) the expiration of the six- 
month period following the grant of such shares. 


Directors’ Retirement Plan. The company 
maintains a Directors’ Retirement Plan. Under this 
plan a director with five or more years of service as a 
director will receive an annual retirement benefit 
calculated as 50 percent of the director’s retainer in 
effect at the time of such director’s retirement for 
directors with five years of service, and an additional 
10 percent of such retainer for each year of service 
over five to a maximum of 100 percent of such 
retainer for ten or more years of service. The current 
annual retainer fee paid to active directors who are 
not officers is $24,000. A lifetime benefit is paid to a 
director who (i) leaves the board on or after age 60, 
or (ii) leaves the board prior to age 60 but defers 
commencement of receipt of benefits until age 60. A 
director who leaves the board and who elects 
receipt of benefits before age 60 shall receive 
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benefits only during a period equal to the number of - 
years that the director served on the board. 
Individuals who are eligible for pension benefits as 
prior employees of the company are not eligible 
under the Directors’ Retirement Plan, unless they 
serve as nonemployee directors for at least 

five years. 


STOCK PERFORMANCE GRAPH 


The following line graph compares the cumulative 
total return on an investment in the company’s 
common stock over the five-year period ending 
December 31, 1992, with that of the Standard & 
Poor's (‘‘S&P’’) 500 Composite Index and with an | 
index which is a combination of the cumulative total | 
returns on an investment in each company included | 
in the S&P Office Equipment and Supplies Index and) 
the S&P Computer Systems Index, over the same 
five-year period. 
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Both the S&P 500 Composite Index and the index 
which reflects the combined returns of companies in 
the S&P Office Equipment and Supplies and Com- 
puter Systems indices are market-value weighted 
indices. All information shown above is based upon 
data provided to the company by three separate 
independent organizations, all three of which have 
been licensed by Standard & Poor’s Corporation to 
use its official total return calculation. 


The graph shows that on a total return basis, 
assuming reinvestment of all dividends, $100 in- 
vested in the company’s common stock on Decem- 
ber 31, 1987 would have grown to $235 by 
December 31, 1992. By comparison, $100 invested 
in the S & P 500 Composite Index would have grown 
to $209 by December 31, 1992. One hundred dollars 
invested in the combined S & P Office Equipment 
and Supplies and the S & P Computer Systems 
indices would have been worth $107 on Decem- 

ber 31, 1992. 


EXECUTIVE OFFICER COMPENSATION 


The Executive Compensation Committee (the 
“Committee” ) which is composed of three indepen- 
dent nonemployee directors, oversees the com- 
pany’s executive compensation programs and 
establishes its executive compensation policies. 
(See ‘‘Committees of the Board of Directors” on 


page 5.) The Committee reports on executive 
compensation to all of the independent nonem- 
ployee directors of the board (the ‘‘Independent 
Directors”) and makes recommendations to the 
Independent Directors regarding specific executive 
officer compensation matters with respect to which 
the Independent Directors have final approval. (See 
“Report on Executive Compensation by the Inde- 
pendent Directors”’ on page 13.) 


Summary Compensation Table. The following ta- 
ble, Table |, shows all compensation paid or granted, 
during or with respect to 1992 and the two previous 
fiscal years, for services rendered in all capacities 
while an executive officer, to the chief executive 
officer and the four highest paid executive officers 
(persons in this group are referred to herein 
individually as ‘Executive Officer’ and collectively 
as ‘‘Executive Officers’’). This table shows all cash 
compensation, including Performance Based Com- 
pensation (‘‘PBC Bonus’’), which is an annual cash 
incentive bonus granted under the Pitney Bowes 
Key Employees’ Incentive Plan (the “KEIP’’), which 
was approved by stockholders. This table also 
shows the number of stock options granted during 
each such year and the value of previously-granted 
long-term incentives that was paid in 1992 due to the 
achievement of the related two-year performance 
objective. 


TABLE | 
SUMMARY COMPENSATION TABLE 


Annual Compensation Long-term compensation 


Grants Payouts 
Long-term 
incentive 
Stock plan All other 
Other annual options payouts compensation 
Salary Bonus compensation (#) ($) ($) 
Name and principal position Year ($) ($) ($) (1) (2) (3) 
| G.B: .Harveyy. tree ier ined 1992 637,500 564,800 -— 19,300 1,738,550 9,610 
_ Chairman, President & Chief 1991 610,000 533,300 = 18,800 0 —_ 
_ Executive Officer 1990 590,000 168,000 — 41,000 0 =- 
M.C. Breslawsky ............ 1992 377,792 359,800 — 8,300 661,925 2,059 
_ President - Office Systems 1991 353,875 348,400 =~ 8,200 0 -— 
1990 332,885 219,000 — 36,000 0 —— 
| H.R. Hiranandani ............ 1992 371,542 359,800 — 8,300 661,925 5,354 
President - Mailing Systems 1991 345,625 291,500 —_ 8,200 0 — 
| 1990 310,000 244,200 — 18,000 0 — 
| CRISt! Markee) grees 1992 333,802 227,900 oe 7,300 614,075 4,984 
| President - Logistic Systems 1991 315,625 176,400 _— 7,200 0 _— 
& Business Services 1990 273,750 172,200 — 16,000 0 — 
°C PeAdimandOmr ns. ase 1992 295,000 221,200 — 4,900 534,325 3,897 
VP - Finance and 1991 274,583 220,400 — 4,800 0 oad 


| Administration, and Treasurer 1990 248,333 162,500 son 11,200 0 a 


_ (1) Numbers shown for 1990 and 1991 have been restated to reflect the 1992 two-for-one stock split. 


| (2) This value is the December 31, 1992 market value of the restricted stock which was granted on 
February 11, 1991. It has grown 63.87 percent in that time as the stock price has increased from 
$24.34375/share to $39.875/share. 


| (3) Includes amounts contributed to the Pitney Bowes Deferred Investment Plan on behalf of Messrs. 
Harvey, Hiranandani and Adimando and Ms. St. Mark, and to the Dictaphone Corporation deferred 
savings plan on behalf of Mr. Breslawsky. Both plans were adopted in accordance with Section 401 (k) 


of the Internal Revenue Code. 
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Other Compensation Tables. Tables II-IV show 
additional detail about Executive Officer compensa- 
tion, specifically, cash and stock-based long-term 
incentives granted under the company’s compensa- 
tion plans. Long-term incentives in the form of 
options granted during the three years covered by 
Table | are shown in that table. Outstanding options 
were granted under the 1979 Pitney Bowes Stock 
Option Plan (the ‘‘1979 Plan’), which provides only 
for the granting of options, and the Pitney Bowes 


1991 Stock Plan (the ‘‘1991 Plan’), which provides 
for the granting of various stock-based incentives; 
both plans were approved by stockholders on 
adoption. (The 1979 Plan, the 1991 Plan and the 
KEIP are sometimes collectively referred to herein 
as the ‘Incentive Plans’). 


The following table, Table Il, shows additional detail 
regarding options granted during 1992. (No grants 
have been made under the 1979 Plan since 1990. ) 


TABLE Il 
STOCK OPTION GRANTS IN 1992 


Net Potential 
Realizable value at 
assumed annual rates 


% of total ; 
options Exercise or of stock price 
Options _— granted to base price appreciation for 
granted employeesin ($/share) __optionterm (2) 
Name (#) 19 (1) Expirationdate 5% ($) 10% ($) 
GIBSHAIVG Vee wee en ne 19,300 5.10 30.75 June 7,2002 373,233 945,846 
M.C. Breslawsky................ 8,300 2.19 30.75 June 7,2002 160,510 406,763 
H -Raebiranandaniss:. cae ceeeons. 8,300 2.19 30.75 June 7,2002 160,510 406,763 
Gis SteMark ene wes a. ee, Fo 7,300 1.93 30.75 June 7,2002 141,171 357,755 
1 ye I nt ache ee 4,900 1.30 30.75 June 7,2002 94,759 240,137 


C.F. Adimando 


(1) The exercise price equals the market price of a share of common stock on the date of grant. Options 
become exercisable in installments over a three-year period, 25 percent after the first year, 
25 percent after the second year, and 50 percent after the third year. 


(2) The 5 and 10 percent growth rates, which rates were determined by the Securities and Exchange 
Commission, were chosen to value options because they illustrate that potential future value to the 
executive is linked directly to the future growth of the price of the company’s common stock. 
Because the exercise price for options granted equaled the market price of the common stock on the 
date of grant, no gain to the Executive Officer is possible without an increase in the stock price, which 
would benefit the stockholders as a whole. Zero growth in the stock price will result in zero 
realizable value to the Executive Officers. The 5 and 10 percent growth rates are intended for 
illustration only and are not intended to be predictive of future growth; the actual value, if any, that 
may be realized by any Executive Officer will depend on the market price of the common stock on the 


date of exercise. 


lal 


Shown in Table III below is information regarding 
the exercise of options in 1992 and the total of 


Shares acquired 
on exercise 


C.F. Adimando...... 0 0 


1992 two-for-one stock splits. 


Splits ). 


TABLE Ill 
OPTIONS EXERCISED AND 1992 YEAR-END OPTION VALUES 


Net : 
Value realized OPtions at Year-End (#) (1) 
) 


(1) Options granted during the period 1984-1992. The numbers have been adjusted for the 1986 and 


(2) Based on $39.875 per share, the market price of a share of common stock as of December 31, 1992, 
net of exercise prices which range from $7.25 to $30.75 (adjusted for the 1986 and the 1992 stock 
In all cases the exercise price equaled the market price of a share at the date of grant. 


outstanding options granted in previous years. 


Net Value of 
Unexercised in-the-money 
Options at Year-End 
($) (2) 


Number of Unexercised 


Name ___(#) ~~ —-___—($)_~—s—s« Exercisable Unexercisable Exercisable Unexercisable | 

G.B. Harvey ........ 0 0 245,608 53,900 5,650,861 606,715 | 
M.C. Breslawsky .... 0 0 74,450 32,450 1,348,464 416,564 
H.R. Hiranandani... 3,000 113,520 57,050 23,450 981,101 264,376 | 
C.F.St. Mark ....... 0 0 48,400 20,700 903,910 233,618 | 
37,000 14,100 655,892 159,800 | 


Table IV, which follows, shows additional detail 
regarding other long-term incentives granted under 
the Incentive Plans in 1992, i.e., restricted stock 
(shares of the company’s stock, the full ownership 
of which is restricted or subject to forfeiture) and 
Cash Incentive Units (‘‘ClUs’’) (a defeasible right to 
receive cash, the amount of which is contingent 
upon the attainment of specified performance objec- 


tives over a multi-year period). Long-term incentives 
are contingent upon the attainment of one or more 
specified performance objectives. The company is 
obligated, under the terms of these incentives, to 
make the specified payments, if any, only to the 
extent that the stated performance objectives are 
achieved. 


TABLE IV 
1992 LONG-TERM INCENTIVE PLAN GRANTS 


Number of Estimated Future Payouts under 
shares, units or Barlonnance orainer Non-Stock Price Based Plans 
other rights (#) period until Threshold Target Maximum 
CiUs R/S maturation or ciu R/S 


(2) 


BS Harvey ernie kie.!. os. 496,759 9,800 December 31,1994 0 4,900 496,759 9,800 776,186 9,800 


M.C. Breslawsky ........... 224,723 4,200 December 31,1994 0 2,100 224,723 4,200 351,130 4,200 
H.R. Hiranandani........... 224,723 4,200 December 31,1994 0 2,100 224,723 4,200 351,130 4,200 
Gb, StAMal kira s 2 3 oe aatar 197,954 3,700 December 31,1994 0 1,850 197,954 3,700 309,303 3,700 
C.F. Adimando............. 163,257 2,500 December 31,1994 0 1,250 163,257 2,500 255,089 2,500 


(1) Cash Incentive Units (“‘CiUs’’) granted under the Pitney Bowes KEIP represent a defeasible right to 
receive cash payments if certain earnings per share and return on stockholders’ equity performance 
criteria are achieved over a three-year period ending December 31, 1994. ClUs that will mature on 
December 31, 1994 will pay $0/CIU if the threshold levels are not exceeded. The ClUs will have a value 
of $.0075 to $1.5625 per unit if the earnings per share and return on stockholder’s equity performance 
criteria are met, depending on the magnitude of achievement. 


(2) Restricted stock granted under the Pitney Bowes 1991 Stock Plan is subject to forfeiture if certain 
minimum earnings per share performance criteria are not achieved over a three-year period or if the 
individual is not employed with the Company on the specified determination date. If the threshold level 
of growth is achieved, 50 percent of the stock will be released. One hundred percent of the stock will be 
released if the target level is achieved or exceeded. A prorated amount will be released for achievement 
between the threshold and the target level of growth. Outstanding shares of restricted stock were 
granted to the Executive Officers on June 10, 1991 and on June 8, 1992, as follows: Mr. Harvey, 9,600 
and 9,800 shares, respectively; Mr. Breslawsky, 4,200 on each date; Mr. Hiranandani 4,200 shares on 
each date; Ms. St. Mark, 3,600 and 3,700 shares, respectively; and Mr. Adimando, 2,400 and 2,500 
shares, respectively. The aggregate number of shares held by the Executive Officers as of 
December 31, 1992 and the aggregate fair market value of the shares is as follows (exclusive of shares 
that were released to the Executive Officers after such date, the value of which is shown in Table | under 
the heading ‘‘Long-term incentive plan payouts’’): Mr. Harvey, 19,400 shares ($773,575); 

Mr. Breslawsky, 8,400 shares ($334,950); Mr. Hiranandani, 8,400 shares ($334,950); Ms. St. Mark, 

7,300 shares ($291,088); and Mr. Adimando, 4,900 shares ($195,387). (Market value is calculated at 

$39.875 per share, the market price of the common stock at that date.) Individuals granted restricted 

stock have voting rights and receive dividends with respect to the stock during the restricted period. 


Report on Executive Compensation by the independent Directors 


Introduction 

The executive compensation policies and programs Committee, in turn, recommends for final approval 
are the responsibility of the Executive Compensation certain policies, programs and specific actions to the 
Committee (the ‘‘Committee’”’) which consists of Independent Directors. 


three independent nonemployee directors. The 
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The company’s philosophy is to compensate 
employees fairly and competitively in the markets in 
which it competes for talent. Thus, it has developed 
a strategy which is designed to attract, motivate, and 
retain the best people to achieve the company’s 
business objectives. The design of the 
compensation program permits recognition of 
individual contributions as well as results of the 
respective business units. 


The company’s executive compensation program 
has been designed with four main objectives: (1) To 
provide total compensation which is competitive 
when compared to various markets; (2) To place a 
portion of annual compensation at risk subject to 
performance against objectives; (3) To divide total 
compensation between annual and long-term 
components with a major portion represented by 
long-term performance related components; and 
(4) To align long-term compensation with 
stockholder interests. 


Each year the Committee reviews all features of the 
executive compensation program to ensure that the 
individual components still meet the objectives of the 
program and to ensure that total compensation is 
competitive as it relates to the responsibilities and 
performance of the executives. This includes a 
review and discussion of material from the 
company’s primary executive compensation 
consulting firm and other similar firms,.and covers in 
detail the competitiveness of base salary, total 
annual compensation, and total long-term 
compensation. The company’s compensation 
information is compared not only to companies 
deemed to be in its industry group, but also to other 
companies of similar revenue size and in different 
geographical areas because the Committee believes 
that the competing market place for executive talent 
is a larger universe of companies than only those in 
its industry group. During this review, the Committee 
assesses the levels of compensation, the mix of 
compensation, the individual and financial 
performance objectives for PBC Bonuses, CiUs and 
restricted stock, the competitive positioning for 
appropriateness, and the effectiveness of 
compensation in supporting the achievement of the 
company’s objectives. 
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The executive compensation program and 
established objectives described above are applied 
to all the company’s executives. Although each 
executive does not receive each long-term incentive 
(described below) as part of his or her 
compensation, the mix provided each executive 
reflects the company’s objectives of linking a portior 
of compensation to performance and of providing an 
incentive for long-term achievement. 


The Committee reviews and recommends to the 
Independent Directors the compensation of the mos 
highly compensated executives (approximately 0.1 
percent of the total employees in the company, 
referred to herein as ‘‘Key Executives’’), including 
the compensation of the Executive Officers named ir 
the preceding compensation tables (see Tables I-IV 
above). It also establishes the policies for and 
reviews the annual PBC Bonus and stock options 
granted to executives which comprise approximatel 
1 percent of the total employees of the company 
(referred to herein as ‘‘All Executives’’). This 
complete review is designed to ensure equity, 
consistency, fairness, and the appropriateness of 
these awards. 


Annual Compensation 


Base Salary. \n general, the company establishes 
base pay for All Executives at what it believes to be 
less than competitive levels based on information 
provided by the company’s consultants. The com- 
pany, however, believes its bonus award to be more 
than competitive, thus placing more annual pay at 
risk. 


The determination of an individual Executive Of- 
ficer’s pay considers the executive’s level of experi- 
ence, position in the salary range, individual 
performance against annually established unit and 
individual objectives, including financial and non- 
financial measures, competitive market rates for 
similar positions, and the established annual criteria 
for merit increases. The above considerations apply 
similarly to All Executives. 


On February 1, 1992 Mr. Harvey’s annual base salary 
was increased from $610,000 to $640,000, a 4.5 
percent increase. This increase, recommended b\ 
the Committee, and approved by the Independen 
Directors, recognized his 1991 accomplishment: 


against various Corporate objectives; for example, 
‘evenue, net income, earnings per share, improve- 
nent of customer satisfaction, and continued efforts 
n workforce diversity. Traditionally, Mr. Harvey’s 
ase Salary has been comparatively low as com- 
dared to salaries of chief executives of comparable 
sompanies. The company places more emphasis on 
onus and long-term incentives which vary based on 
yerformance. 


2BC Bonus. All Executives including the Executive 
Dfficers are eligible for PBC Bonuses for achieving 
specific, significant annual unit and individual 
ybjectives. 


-or performance which meets objectives established 
yy the board of directors at the beginning of the 

year, PBC Bonuses are paid at target percentage 
amounts; maximum amounts are paid for perform- 
ance which is exceptional; reduced amounts are 

yaid for acceptable but less than expected perform- 
ance; and no amount is paid for performance that is 
insatisfactory. The strategic objective of this bonus 
Jesign is that it will deliver higher than competitive 
yOnuses in order to compensate for base salaries 
vhich the Committee believes are lower than 
ompetitive, thus creating a combined base and 
yonNUs pay program which places more pay at risk. 
The payment of base pay plus a target PBC Bonus is 
ntended to result in total annual compensation 

vhich would be competitive with total annual 
;ompensation paid in the marketplace. For perform- 
ince which exceeds objectives, the total annual 
;ompensation would be better than average. 


The PBC Bonuses for the Executive Officers are 
eviewed by the Committee and approved by the 
ndependent Directors. The approval of the recom- 
nended bonuses follows a detailed discussion of 
he company’s and the individual’s performance for 
hat year against established objectives which were 
ipproved by the board of directors at the beginning 
yf the year. 


n 1992, Mr. Harvey was key in guiding the company 
0 achieve several objectives of short and long-term 
ignificance. These objectives were similar to the 
inancial and other objectives described above under 
‘Base Salary’. Based upon these accomplishments, 
Ar. Harvey was rated as having performed against 
hese preestablished objectives at a level that 
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exceeded target, and as a result, Mr. Harvey 
received $564,800 as a PBC Bonus for his 1992 
performance. This represents a 5.9 percent increase 
over his 1991 PBC Bonus. 


Long-Term Incentives 


In 1992 the company utilized three types of long 
term incentives. These three are: ClUs, restricted 
stock, and stock options. The Committee uses these 
performance driven components to link executive 
compensation to internal company performance, 
and to external market performance of the com- 
pany’s stock price. These incentives also enable the 
company to provide the Executive Officers with an 
economic interest in the long-term future growth of 
the company’s business, and of the market price of 
its stock, and provide an incentive for the Executive 
Officers to continue employment with the company. 
Grants of all three components are recommended by 
the Committee and approved by the Independent 
Directors. The combination of these three long-term 
incentives granted during 1992 was compared to 
long-term incentives granted by comparable compa- 
nies to ensure that the total was competitive. The 
potential value of, or rights to, two of these 
incentives — ClUs and restricted stock — is contin- 
gent upon the attainment of one or more specified 
performance objectives. Amounts are paid or rights 
given, if any, only to the extent that the stated 
performance objectives are achieved. 


CiUs. In 1992 CiUs were granted to Key Execu- 
tives including the Executive Officers. CiUs repre- 
sent the right to receive cash only if certain specified 
financial objectives are achieved. The amount paid 
pursuant to ClUs is linked to the attainment of 
certain earnings per share rates and return on 
stockholder equity growth over a three-year period. 
The design directly links the potential value of the 
ClUs to company performance. 


If the company’s performance on the two financial 
measures equals the pre-established targeted 
growth rates, ClUs are paid at a target rate of 
$1.00/CIU. For performance below the target level, 
the ClUs pay at a rate from $.99 to $.0075/CIU, and 
payment decreases to zero if the performance slips 
to 75 percent or less of the performance target. 
Payment reaches a maximum payout of 


$1.5625/CIU when the performance equals or 
exceeds 150 percent of the target growth rate. 


For the cycle 1992-1994, ending December 31, 1994, 
Mr. Harvey was granted 496,759 CIUs which are 
subject to the attainment of cumulative three-year 
earnings per share and return on stockholder equity 
objectives. For the 1990-1992 cycle ending on 
December 31, 1992, there was no payout of ClUs 
because the financial targets were not met. 


Stock-Based Incentives 


In 1992, the company also granted under its long- 
term incentive program two types of stock-based 
incentives which serve to provide Key Executives, 
including the Executive Officers, with a direct 
interest in the stock price and the long-term growth 
of the company. These two incentives are shares of 
restricted stock and stock options. 


Restricted Stock. Restricted stock granted in 1992 
is subject to both a financial performance and a 
tenure requirement. The restrictions on the shares 
are released, in total or in part, only if the executive 
is still employed at the end of the performance 
period and if the performance objective of com- 
pound earnings per share growth over the applica- 
ble three-year period has been achieved. 


If the performance objective is achieved or ex- 
ceeded, all of the restricted shares are released. If 
the compound three-year earnings per share growth 
is less than 75 percent of the target rate, the shares 
are forfeited. If performance is at 75 percent of the 
target rate, 50 percent of the shares are released 
and the balance is forfeited. For performance 
between 76 percent and the target level, the shares 
are released on a proportionate basis, with the 
unearned balance being forfeited. 


On June 10, 1992 Mr. Harvey was granted 9,800 
shares of restricted stock. On the date of grant, the 
market price of the stock was $30.75 per share. The 
release of restrictions relating to these shares is to 
be determined based on performance over a three- 
year period ending December 31, 1994. 


Also in 1992, the restrictions on 43,600 shares 
(adjusted for the 1992 two-for-one stock split) 
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granted to Mr. Harvey on February 11, 1991 were 
released as the performance objective relating to the 
two-year period 1991-92 was achieved. The market 
price of the stock when granted was $24.34375 per 
share (adjusted for the 1992 two-for-one stock 


split). 


Stock Options. |n granting stock options to All 
Executives, including the Executive Officers, the 
intent is to provide incentive to increase the price of 
the stock. The exercise price of options granted has 
always been equal to 100 percent of the market 
price of the common stock on the date of grant. 
Options granted have a ten-year life span, but only 
become exercisable in installments during the first 
three years. 


During 1992 Mr. Harvey was granted 19,300 options 
with an exercise price of $30.75 per share, which 
equaled the market price of the stock on the date of 
grant. 


Conclusion 


As described above and as reflected in the 1992 
compensation of the Executive Officers, it is the 
company’s philosophy to link a portion of the 
compensation of All Executives to individual and 
business performance and to provide All Executives 
with compensation that creates a direct interest in 
the long-term growth of the company’s stock price. 
Further, as it relates to Key Executives the com- 
pany’s practice has been to link a significant portion 
of total compensation to company performance and 
to have a greater portion represented by long-term 
compensation. 


Linda G. Alvarado John C. Emery, Jr. Leroy Nunery 

William E. Butler Charles E. Hugel Phyllis Sewell 

Colin G. Campbell David T. Kimball Arthur R. Taylor 
Julia M. Walsh 


Severance and Change Of Control 
Arrangements 


The company maintains a Severance Plan to provide 
a period of continued income to employees who are 
terminated by certain actions of the company, and tc 
encourage all employees, including the Executive 


Officers, to continue to carry out their duties in the 
event of the possibility of a Change of Control. 
“Change of Control’’ is defined as the acquisition of 
20 percent of the company’s common stock or 

20 percent or more of the combined voting power of 
all voting securities by an individual, entity or group, 
or a change of more than a majority of the board 
other than by approval of the then-current board, or 
approval by the stockholders of a reorganization, 
nerger, or dissolution of the company. 


The Severance Plan provides for the payment to 
2mployees whose employment with the company is 
‘erminated under certain circumstances of a mini- 
num of one week of pay for each full year of service 
(a fraction thereof for a partial year of service), with 
a minimum of two weeks of pay, up to a maximum of 
wo years’ pay. The Severance Plan also provides 
hat employees of the company and its United States 
subsidiaries whose employment is terminated or 
whose position, authority, pay or benefits are 
Jiminished within two years after a Change of 
Sontrol will be entitled to severance benefits on the 
dasis of their position levels and seniority. If these 
sonditions were to arise, Executive Officers would 
e entitled to four weeks severance pay for each 
year employed by the company or its subsidiaries, 
vith a minimum of one year’s pay, and a maximum 
»f two years of pay. 


The 1979 Plan and the 1991 Plan each provide that 
n the event of a Change of Control, options granted 
inder the plans become immediately and fully 
»xercisable. The 1991 Plan also provides that in the 
vent of a Change of Control, other stock-based 
ncentives granted become fully vested with all 
erformance objectives deemed fully satisfied ex- 
sept for transfer restrictions required by Section 16 
»f the Securities Exchange Act of 1934 or any other 
ipplicable law. 


The KEIP also provides that, in the event of a 
>hange of Control, All Executives, including the 
=xecutive Officers, shall have a vested right to PBC 
30nuses with respect to the year in which such 
>hange of Control occurs and to ClUs which are 
hen outstanding (for Key Executives), in amounts 
o be determined on the basis of relevant past 
yerformance of the individual executive, of their 
livisions and of Pitney Bowes, as applicable. Such 
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PBC Bonus and CIU payments would be made 
shortly after the Change of Control, discounted to 
present value at the prime rate then in effect. The 
KEIP provides with respect to restricted shares, or 
units entitling a recipient to receive shares, that, in 
the event of a Change of Control, such shares or 
units will become fully vested with all performance 
objectives or other restrictions deemed fully satis- 
fied, except for any transfer restrictions required by 
Section 16 of the Securities Exchange Act of 1934 or 
any other applicable law. 


If any of these benefits, either alone or together with 
any other payments or benefits provided to any 
employee including an Executive Officer, would 
constitute a ‘parachute payment” subject to the 20 
percent excise tax under certain provisions of the 
Internal Revenue Code, the Severance Plan pro- 
vides that an additional payment would be made to 
each affected employee in order that such excise tax 
is reimbursed. 


It is possible that no payments will ever be made 
pursuant to the foregoing; and, therefore, it is not 
possible to estimate the amount of any payments 
that may become due to any individual under the 
Severance Plan or the Incentive Plans in the event of 
a Change of Control. 


Pension Benefits 


The following table shows estimated annual retire- 
ment benefits which would be payable to individuals 
at the compensation levels of the Executive Officers, 
at specified years of service classifications under 
the Pitney Bowes Retirement Plan, as supplemented 
by the Pitney Bowes Benefit Equalization Plan (the 
“Retirement Plan’). The amounts of annual benefits 
shown on the following table are predicated on the 
assumptions that the employee retires at age 65, 
that the employee is to be paid on a single life 
annuity basis, and that the amount of Social Security 
covered wages for each year of service was more 
than the Social Security maximum for 1992. The 
amount of compensation shown under the columns 
“Annual Compensation” on the Summary Compen- 
sation Table (Table |) on page 10 above is 
substantially the same as compensation covered by 
the Retirement Plan, as indicated under the heading 
“Final Average Earnings” on the following table. The 


estimated annual benefits are not subject to any 
further deduction for Social Security benefits. 


PENSION BENEFITS 


Years of 


Final Average Earnings 


Service 


$500,000 


$ 78,337 
$117,505 
$159,173 
$200,841 
$242,510 
$284,178 
$325,846 


$600,000 


$ 94,337 
$141,505 
$191,673 
$241,841 
$292,010 
$342,178 
$392,346 


$800,000 


$126,337 
$189,505 
$256,673 
$323,841 
$391,010 
$458,178 
$525,346 


$1,000,000 


$158,337 
$237,505 
$321,673 
$405,841 
$490,010 
$574,178 
$658,346 


$1,200,000 


$190,337 
$285,505 
$386,673 
$487,841 
$589,010 
$690,178 
$791,346 


$1,400,000 


$222,337 
$333,505 
$451,673 
$569,841 
$688,010 
$806,178 
$924,346 


Messrs. Harvey (age 61), Breslawsky (age 50), Hiranandani (age 55), Adimando (age 48), and 
Ms. St. Mark (age 50), have 36, 12, 16, 14 and 13 years of credited service*, respectively under the 
Retirement Plan as of February 28, 1993. 


*Rounded to the nearest whole year. 


Approval of Appointment of Pitney Bowes’ 
Independent Accounts 


The Audit Committee of the board has recom- 
mended, and the board has approved for vote by 
stockholders, the continuation of Price Waterhouse 
as the independent accountants for Pitney Bowes 
for 1993. 


Price Waterhouse has served in this capacity 
continuously since 1934. Price Waterhouse has no 
direct or indirect financial interest in Pitney Bowes or 
any of its subsidiaries. Representatives of Price 
Waterhouse will be present at the annual meeting of 
stockholders and will have the opportunity to make a 
statement and to respond to appropriate questions. 


Under Delaware corporation law, the affirmative vote 
of the holders of a majority of the stock entitled to 
vote represented in person or by proxy at the 
meeting (each share of $2.12 preference stock 
counting as eight votes of common stock) is 
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required to approve the appointment of independent 
accountants. If a majority of the shares voted at the 
meeting are not voted in favor of such firm, the 
board of directors will consider what action should 
be taken. 


The board recommends that stockholders vote 
FOR the above proposal. 


Stockholder Proposals for 1994 Annual 
Meeting 


Under the rules of the Securities and Exchange 
Commission, proposals for stockholder action at the 
1994 annual meeting, including nomination of direc- 
tors, must be received by the Secretary of the 
company no later than November 30, 1993, if such 
proposals are to be included in the company’s proxy 
statement and form of proxy. 


In addition, the company’s By-laws provide certain 
procedures which a stockholder must follow to 
nominate persons for election as directors or to 


introduce an item of business at an annual meeting, 
even if such item is not to be included in the 
company’s proxy statement and form of proxy. Such 
procedural requirements are fully set forth in the 
company’s By-laws, a copy of which may be 
obtained without charge by any stockholder by 
contacting the Secretary of the company at the 
address and telephone number set forth on the 
cover of this proxy statement. To have a nomination 
or item of business brought before the 1994 annual 
meeting, a stockholder must deliver the requisite 
notice of such nomination or item to the Secretary of 
the company at its executive offices no later than 
February 11, 1994. 


Solicitation of Proxies 


In addition to the use of the mails, proxies may be 
solicited by the directors, officers, and employees of 
Pitney Bowes without additional compensation by 
personal interview, by telephone, or by telegram. 
Arrangements may also be made with brokerage 
firms and other custodians, nominees, and fiducia- 
ries for the forwarding of solicitation material to the 
beneficial owners of Pitney Bowes common and 
preference stock held of record, and Pitney Bowes 
will reimburse such brokers, custodians, nominees, 
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and fiduciaries for reasonable out-of-pocket ex- 
penses incurred. Pitney Bowes has retained Chemi- 
cal Bank to aid in the solicitation of proxies. The 
anticipated fee of such firm is $7,500 plus out-of- 
pocket costs and expenses. The cost of solicitation 
will be borne entirely by Pitney Bowes. 


Other Matters 


The management knows of no other matters which 
may be presented for consideration at the meeting. 
However, if any other matters properly come before 
the meeting, it is the intention of the individuals 
named in the enclosed form of proxy to vote in 
accordance with their judgment. 


The 1992 annual report was distributed by mail 
several days prior to the distribution of this notice 
and proxy statement. 


By order of the board of directors. 


Michael J. Critelli 
Vice President, Secretary and General Counsel 
and Chief Personnel Officer 
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DIRECTIONS: 
Northbound on I-95 


Please take Exit 7 (Greenwich Avenue) and proceed through the first intersection to next 
traffic light where you should turn right onto Washington Blvd. Continue 2 mile to stop sign. 
Turn left onto S. Pacific Street and take immediate right onto Dyke Lane. At the end of Dyke 
Lane, turn left onto Elmcroft Road. Please park where indicated. 


Southbound on I-95 


Please take Exit 7 (Atlantic Street). At the second traffic light, turn left onto Atlantic Street and 
continue through second traffic light to stop sign and turn left onto Washington Blvd. At next 
stop sign turn left onto S. Pacific Street and take immediate right onto Dyke Lane. At the end of 
Dyke Lane, turn left onto Elmcroft Road. Please park where indicated. 


From the Merritt Parkway 


Please take Exit 34 (Long Ridge Road). Turn south onto Long Ridge Road. Follow Long Ridge 
Road for approximately 2 miles to Cold Spring Road and turn right onto Cold Spring Road. 
Bear left onto Washington Blvd. and follow to the end (approximately 2 miles). At stop sign 
make a left turn onto S. Pacific Street and take an immediate right onto Dyke Lane. At the end 
of Dyke Lane turn left onto Elmcroft Road. Please park where indicated. 


